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WHO  WILL  PAY  AN  INCX)ME  TAX? 


YOU 


WHEN  WILL  THE  INCOME 
TAX  STATEMENT  BE 
REQUIRED? 


BEFORE  MARCH  15,  1919 


20TH  CENTURY  BOOKKEEPING  AND  ACCOUNTING 

A  knowledge  of  correct  accounting  is  necessary  in  order 
that  the  income  tax  statement  may  be  prepared  for  an  in- 
dividual, a  partnersiiip  or  a  corporation.  Ttiose  who  do 
not  know  correct  accounting  will  be  compelled  to  display 
their  ignorance  by  asking  information  of  the  internal  rev- 
enue department  or  securing  the  assistance  of  an  jlc- 
countant. 

**20th  Century  Bookkeeping  and  Accounting"  presents 
the  correct  principles  and  one  who  is  thoroughly  familiar 
with  it  can  prepare  the  income  tax  statement  for  himself 
or  another  with  the  assurance  that  the  information  given 
will  be  accepted  by  the  government.  The  bookkeeper  who 
has  kept  his  books  according  to  the  principles  and  practice 
taught  in  "20th  Century  Bookkeeping  and  Accounting"  will 
not  have  to  ask  an  accountant  to  assist  him  in  preparing 
his  income  tax  statement,  because  his  accounts  will  be 
correct. 

The  boys  and  girls  in  the  schoolroom  today  are  the 
future  business  men  and  women  of  the  community.  They 
are  entitled  to  a  correct  presentation  because  the  future 
method  of  taxation  will  be  on  incomes.  This  applies  not 
only  to  taxes  levied  by  the  United  States  Government,  but 
also  by  many  states. 

If  you  are  interested  in  correct  accounting  and  wish  to 
know  more  about  the  *'20th  Century  Bookkeeping  and  Ac- 
counting", will  be  pleased  to  discuss  it  with  you. 


Text  of  Law— Title  II. 


Taxable 
Year 


PART  I.— GENERAL  PROVISIONS 

DEFINITIONS 

Sec.  200.   That  when  used  in  this  title— 

The  term  "taxable  year"  means  the  calendar  year,  or  the 
fiscal  year  ending  during  such  calendar  year,  upon  the  basis 
of  which  the  net  income  is  computed  under  section  212  or 
section  232.   The  term  "fiscal  year"  means  an  accounting 
Fiscal  Year  period  of  twelve  months  ending  on  the  last  day  of  any 

month  other  than  December.  The  first  taxable  year,  to  be 
called  the  taxable  year  1918,  shall  be  the  calendar  year 
1918  or  any  fiscal  year  ending  during  the  calendar  year 
1918; 

The  term  "fiduciary"  means  a  guardian,  trustee,  execu- 
tor, administrator,  receiver,  conservator,  or  any  person  act- 
ing in  any  fiduciary  capacity  for  any  person,  trust  or  estate; 

The  term  "withholding  agent"  means  any  person  re- 
quired to  deduct  and  withhold  any  tax  under  the  provi- 
sions of  section  221  or  section  237; 

The  term  "personal  service  corporation"  means  a  corpo- 
ration whose  income  is  to  be  ascribed  primarily  to  the  ac- 
tivities of  the  principal  owners  or  stockholders  who  are 
themselves  regularly  engaged  in  the  active  conduct  of  the 
affairs  of  the  corporation  and  in  which  capital  (whether 
invested  or  borrowed)  is  not  a  material  income-producing 
factor;  but  does  not  include  any  foreign  corporation,  rior 
any  corporation  50  per  centum  or  more  of  whose  gross  in- 
come consists  either  (1)  of  gains,  profits  or  income  de- 
rived from  trading  as  a  principal,  or  (2)  of  gains,  profits, 
commissions  or  other  income,  derived  from  a  Government 
contract  or  contracts  made  between  April  6,  1917,  and 
November  11,  1918,  both  dates  inclusive; 

The  term  "paid,"  for  the  purposes  of  the  deductions  and 
credits  under  this  title,  means  "paid  or  accrued"  or  "paid  or 
incurred,"  and  the  terms  "paid  or  incurred"  and  "paid  or 
accrued"  shall  be  construed  according  to  the  method  of 
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First  Tax- 
able Year 


Fiduciary 

Withholding 
Agent 

Personal 

Service 

Corporation 


"Paid," 
"Paid  or 
Incurred,' 
"P*id  or 
Aeemed" 


accounting  upon  the  basis  of  which  the  net  income  is  com- 
puted under  section  212. 

DIVIDENDS 

Sec.  201. (a)  That  the  term  "dividend"  when  used  in  this  Dividend 
title  (except  in  paragraph  (10)  of  sub-division  (a)  of  sec-  Defined 
tion  234)  means  (1)  any  distribution  made  by  a  corpora- 
tion, other  than  a  personal  service  corporation,  to  its 
shareholders  or  members,  whether  in  cash  or  in  other 
property  or  in  stock  of  the  corporation,  out  of  its  earnings 
or  profits  accumulated  since  February  28,  1913,  or  (2) 
any  such  distribution  made  by  a  personal  service  corpora- 
tion out  of  its  earnings  or  profits  accumulated  since  Feb- 
ruary 28,  1913,  and  prior  to  January  1,  1918. 

(b)  Any  distribution  shall  be  deemed  to  have  been  made  Distribution 
from  earnings  or  profits  unless  all  earnings  and  profits  have  of  Earnings 
first  been  distributed.    Any  distribution  made  in  the  year 

1918  or  any  year  thereafter  shall  be  deemed  to  have  been 
made  from  earnings  or  profits  accumulated  since  February 
28,  1913,  or,  in  the  case  of  a  personal  service  corporation, 
from  the  most  recently  accumulated  earnings  or  profits; 
but  any  earnings  or  profits  accumulated  prior  to  March  1, 
1913,  may  be  distributed  in  stock  dividends  or  otherwise, 
exempt  from  the  tax,  after  the  earnings  and  profits  ac- 
cumulated since  February  28,  1913,  have  been  distributed. 

(c)  A  dividend  paid  in  stock  of  the  corporation  shall  be  Stock 
considered  income  to  the  amount  of  the  earnings  or  profits  Dividend 
distributed.  Amounts'  distributed  in  tiie  liquidation  of  a 
corporation  shall  be  treated  as  payments  in  exchange  for  Liquidation 
stock  or  shares,  and  any  gain  or  profit  realized  thereby  of  Corpora- 
shall  be  taxed  to  the  distributee  as  other  gains  or  profits,  tions. 

(d)  If  any  stock  dividend  (1)  is  received  by  a  taxpayer  Allocation 
between  January  1  and  November  1,  1918,  both  dates  in-  of  Stock 
elusive,  or  (2)  is  during  such  period  bona  fide  authorized  or  Dividends 
declared,  and  entered  on  the  books  of  the  corporation,  and 

is  received  by  a  taxpayer  after  November  1,  1918,  and  be- 
fore the  expiration  of  thirty  days  after  the  passage  of  this 
Act,  then  such  dividend  shall,  in  the  manner  provided  in 
section  206,  be  taxed  to  the  recipient  at  the  rates  pre- 
scribed by  law  for  the  years  in  which  the  corporation  ac- 
cumulated the  earnings  or  profits  from  which  such  dividend 
was  paid  but  the  dividend  shall  be  deemed  to  have  been  paid 
from  the  most  recently  accumulated  earnings  or  profits. 

(e)  Any  distribution  made  during  the  first  sixty  days  of  Distribution 
any  taxable  year  shall  be  deemed  to  have  been  made  from  during  Tax- 
earnings  or  profits  accumulated  during  preceding  taxable  able  Year 
years;  but  any  distribution  made  during  the  remainder  of 

the  taxable  year  shall  be  deemed  to  have  been  made  from 
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earnings  of  profits  accumulated-  between  the  close  of  the 
preceding  taxable  year  and  the  date  of  distribution,  to  the 
extent  of  such  earnings  or  profits,  and  if  the  books  of  the 
corporation  do  not  show  the  amount  of  such  earnings  or 
profits,  the  earnings  or  profits  for  the  accounting  period 
within  which  the  distribution  was  made  shall  be  deemed  to 
have  been  accumulated  ratably  during  such  period. 


Acquisition 
prior  to 
Mar.  1, 1913 
Acquisition 
on  or  after 
Mar.  1, 1913 
Exchange  of 
Property 


Reorganiza- 
tion, Con- 
solidation 
or  Merger 


Exchange  of 
Stock 


BASIS  FOR  DETERMINING  GAIN  OR  LOSS 

Sec.  202. (a)  That  for  the  purpose  of  ascertaining  the  gain 
derived  or  loss  sustained  from  the  sale  or  other  disposition 
of  property,  real,  personal,  or  mixed,  the  basis  shall  be— 

(1)  In  the  case  of  property  acquired  before  March  1 
1913,  the  fair  market  price  or  value  of  such  property  as  of 

*^(2Mn^he"ase  of  property  acquired  on  or  after  that  date, 
the  cost  thereof;  or  the  inventory  value,  if  the  inventory  is 
made  in  accordance  with  section  203. 

(b)  When  property  is  exchanged  for  other  property,  the 
property  received  in  exchange  shall  for  the  purpose  of  de- 
termining gain  or  loss  be  treated  as  the  equivalent  of  cash 
to  Se  amount  of  its  fair  market  value,  if  any;  but  when  in 
connection  with  the  reorganization,  merger,  or  consolida- 
tion of  a  corporation  a  person  receives  in  place  of  stock 
or  securities  owned  by  him  new  stock  or  securities  of  no 
greater  aggregate  par  or  face  value,  no  gain  or  loss  sha  1 
be  deemed  to  occur  from  the  exchange,  and  the  new  stock 
or  securities  received  shall  be  treated  as  taking  the  place 
of  the  stock,  securities,  or  property  exchanged. 

When  in  the  case  of  any  such  reorganization,  merger  or 
consolidation  the  aggregate  par  or  face  value  of  the  new 
stock  or  securities  received  is  in  excess  of  the  aggregate 
car  or  face  value  of  the  stock  or  securities  exchanged,  a 
like  amount  in  par  or  face  value  of  the  new  stock  or 
securities  received  shall  be  treated  as  taking  the  place  of 
the  stock  or  securities  exchanged,  and  the  amount  of  tne 
excess  in  par  or  face  value  shall  be  treated  as  a  gain  to  the 
extent  that  the  fair  market  value  of  the  "^w  stock  or  se- 
curities is  greater  than  the  cost  (or  if  acquired  prior  to 
March  1,  1913,  the  fair  market  value  as  of  that  date)  of 
the  stock  or  securities  exchanged. 


INVENTORIES 

Inventories  Sec.  203.  That  whenever  in  the  opinion  of  the  Com- 
may  be  missioner  the  use  of  inventories  is  necessary  in  order 
neaoiied      clearly  to  determine  the  income  of  any  taxpayer,  inven- 

tories  shall  be  taken  by  such  taxpayer  upon  such  basis  as 
the  Commissioner,  with  the  approval  of  the  Secretary,  may 
prescribe  as  conforming  as  nearly  as  may  be  to  the  best 
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accounting  practice  in  the  trade  or  business  and  as  most 
clearly  reflecting  the  income. 

NET  LOSSES 

Sec.  204. (a)  That  as  used  in  this  section  the  term  *'net  Net  Loss 
loss"  refers  only  to  net  losses  resulting  from  either  ( 1 )  the  Ddlned 

operation  of  any  business  regularly  carried  on  by  the  tax- 
payer, or  (2)  the  bona  fide  sale  by  the  taxpayer  of  plant, 
buildings,  machinery,  equipment  or  other  facilities,  con- 
structed, installed  or  acquired  by  the  taxpayer  on  or  after 
April  6,  1917,  for  the  production  of  articles  contributing  to 
the  prosecution  of  the  present  war;  and  when  so  resulting 
means  the  excess  of  the  deductions  allowed  by  law  (exclud- 
ing in  the  case  of  corporations  amounts  allowed  as  a  de- 
duction under  paragraph  (6)  of  subdivision  (a)  of  section 
234)  over  the  sum  of  the  gross  income  plus  any  interest 
received  free  from  taxation  both  under  this  title  and  under 

Title  III.  ,  , 

(b)  If  for  any  taxable  year  beginning  after  October  31,  Losses  for 

1918,  and  ending  prior  to  January  1,  1920,  it  appears  upon  Taxable 
the  production  of  evidence  satisfactory  to  the  Commissioner  Year  Falling 
that  any  taxpayer  has  sustained  a  net  loss,  the  amount  of  Between 
such  net  loss  shall  under  regulations  prescribed  by  the  Oct.  31, 
Commissioner  with  the  approval  of  the  Secretary  be  de-  1918,  and 
ducted  from  the  net  income  of  the  taxpayer  for  the  preced-  Jan.  1, 1920, 
ing  taxable  year;  and  the  taxes  imposed  by  this  title  and  by  Deductible 
Title  III  for  such  preceding  taxable  year  shall  be  redeter-  from  Income 
mined  accordingly.  Any  amount  found  to  be  due  to  the  tax-  of  Preceding 
payer  upon  the  basis  of  such  redetermination  shall  be  cred-  Taxable 
ited  or  refunded  to  the  taxpayer  in  accordance  with  the  pro-  Year 
visions  of  section  252.   If  such  net  loss  is  in  excess  of  the 
net  income  for  such  preceding  taxable  year,  the  amount  of 
such  excess  shall  under  regulations  prescribed  by  the  Com- 
missioner with  the  approval  of  the  Secretary  be  allowed  as 
a  deduction  in  computing  the  net  income  for  the  succeed- 

*"1c)*T?e\eiwflt  of  this  section  shall  be  allowed  to  the  Partner- 
members  of  a  partnership  and  the  beneficiaries  of  an  estate  ships  and 
or  trust  under  regulations  prescribed  by  the  Commissioner  Estates 
with  the  approval  of  the  Secretary. 

FISCAL  YEAR  WITH  DIFFERENT  RATES 

Sec.  205. (a)  That  if  a  taxpayer  makes  return  for  a  fiscal  Fiscal 
year  beginning  in  1917  and  ending  in  1918,  his  tax  under  1917-18 
this  title  for  tfe  first  taxable  year  shall  be  the  sum  of :  ( 1 ) 
the  same  proportion  of  a  tax  for  the  entire  period  computed 
under  Title  I  of  the  Revenue  Act  of  1916  as  amended  by  the 
Revenue  Act  of  1917  and  under  Title  1  of  the  Revenue  Act 
of  1917,  which  the  portion  of  such  period  falling  within  the 
calendar  year  1917  is  of  the  entire  period,  and  (2)  the  same 
proportion  of  a  tax  for  the  entire  period  computed  under 
this  title  at  the  rates  for  the  calendar  year  1918  which  the 
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portion  of  such  period  falling  within  the  calendar  year 
1918  is  of  the  entire  period:  Provided,  That  in  the  case  of 
a  personal  service  corporation  the  amount  to  be  paid  shall 
be  only  that  specified  in  clause  (1). 
^  Any  amount  heretofore  or  hereafter  paid  on  account  of 
the  tax  imposed  for  such  fiscal  year  by  Title  I  of  the  Rev- 
enue Act  of  1916  as  amended  by  the  Revenue  Act  of  1917 
and  by  Title  I  of  the  Revenue  Act  of  1917,  shall  be  cred- 
ited towards  the  payment  of  the  tax  imposed  for  such 
fiscal  year  by  this  Act,  and  if  the  amount  so  paid  exceeds 
the  amount  of  such  tax  imposed  by  this  Act,  or,  in  the 
case  of  a  personal  service  corporation,  the  amount  specified 
in  clause  ( 1 ) ,  the  excess  shall  be  credited  or  refunded  in 
accordance  with  the  provisions  of  section  252. 
Fiscal  Year  (b)  If  a  taxpayer  makes  a  return  for  a  fiscal  year  begin- 
1918-1919     ning  in  1918  and  ending  in  1919,  the  tax  under  this  title  for 

such  fiscal  year  shall  be  the  sum  of:  (1)  the  same  propor- 
tion of  a  tax  for  the  entire  period  computed  under  this  title 
at  the  rates  specified  for  the  calendar  year  1918  which  the 
portion  of  such  period  falling  within  the  calendar  year 

1918  is  of  the  entire  period,  and  (2)  the  same  proportion 
of  a  tax  for  the  entire  period  computed  under  this  title  at 
the  rates  specified  for  the  calendar  year  1919  which  the 
portion  of  such  period  falling  within  the  calendar  year 

1919  is  of  the  entire  period. 

Fiscal  Year  (c)  If  a  fiscal  year  of  a  partnership  begins  in  1917  and 
of  Fart-  ends  in  1918  or  begins  in  1918  and  ends  in  1919,  then  not- 
nerships        withstanding  the  provisions  of  subdivision  (b)  of  section 

218,  (1)  the  rates  for  the  calendar  year  during  which  such 
fiscal  year  begins  shall  apply  to  an  amount  of  each  part- 
ner's share  of  such  partnership  net  income  (determined 
under  the  law  applicable  to  such  year)  equal  to  the  pro- 
portion which  the  part  of  such  fiscal  year  falling  within 
such  calendar  year  bears  to  the  full  fiscal  year,  and  (2)  the 
rates  for  the  calendar  year  during  which  such  fiscal  year 
ends  shall  apply  to  an  amount  of  each  partner's  share  of 
such  partnership  net  income  (determined  under  the  law  ap- 
plicable to  such  calendar  year)  equal  to  the  proportion 
which  the  part  of  such  fiscal  year  falling  within  such  calen- 
dar year  bears  to  the  full  fiscal  year:  Provided,  That  in  the 
case  of  a  personal  service  corporation  with  respect  to  a  fis- 
cal year  beginning  in  1917  and  ending  in  1918,  the  amount 
specified  in  clause  (1)  shall  not  be  subject  to  normal  tax. 

PARTS  OF  INCOME  SUBJECT  TO  RATES  FOR 

DIFFERENT  YEARS 

Application  Sec.  206.  That  whenever  parts  of  a  taxpayer's  income 
of  Tax  for  are  subject  to  rates  for  different  calendar  years,  the  part 
Different  subject  to  the  rates  for  the  most  recent  calendar  year  shall 
Years  be  placed  in  the  lower  brackets  of  the  rate  schedule  pro- 

vided in  this  title,  the  part  subject  to  the  rates  for  the  next 
preceding  calendar  year  shall  be  placed  in  the  next  higher 
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brackets  of  the  rate  schedule  applicable  to  that  year,  and  so 
on  until  the  entire  net  income  has  been  accounted  for.  In 
determining  the  income,  any  deductions,  exemptions  or  Specific 
crdits  of  a  kind  not  plainly  and  properly  chargeable  against  Exemptions, 
the  income  taxable  at  rates  for  a  preceding  year  shall  first  Deductions 
be  applied  against  the  income  subject  to  rates  for  the  most  and  Credits 
recent  calendar  year;  but  any  balance  thereof  shall  be  ap- 
plied against  the  income  subject  to  the  rates  of  the  next 
preceding  year  or  years  until  fully  allowed. 

PART  IL— INDIVIDUALS 

NORMAL  TAX 

Sec.  210.  That,  in  lieu  of  the  taxes  imposed  by  subdi- 
vision (a)  of  section  1  of  the  Revenue  Act  of  1916  and  by 
section  1  of  the  Revenue  Act  of  1917,  there  shall  be  levied, 
collected,  and  paid  for  each  taxable  year  upon  the  net  in- 
come of  every  individual  a  normal  tax  at  the  following  rates: 

(a)  for  the  calendar  year  1918,  12  per  centum  of  the  Rates  for 
amount  of  the  net  income  in  excess  of  the  credits  provided  Year  ldl8 
in  section  216:    Provided,  That  in  the  case  of  a  citizen  or 
resident  of  the  United  States  the  rate  upon  the  first  $4,000 

of  such  excess  amount  shall  be  6  per  centum; 

(b)  For  each  calendar  year  thereafter,  8  per  centum  of  Rates  for 
the  amount  of  the  net  income  in  excess  of  the  credits  pro-  Years  Sub- 
vided  in  section  216:    Provided,  That  in  the  case  of  a  cit-  sequent  to 
izen  or  resident  of  the  United  States  the  rate  upon  the  first  1918 
$4,000  of  such  excess  amount  shall  be  4  per  centum. 

SURTAX 

Sec.  21L(a)  That,  in  lieu  of  the  taxes  imposed  by  sub-  Rates  <tf 
division  (b)  of  section  1  of  the  Revenue  Act  of  1916  and  Surtax 
by  section  2  of  the  Revenue  Act  of  1917,  but  in  addition  to 
the  normal  tax  imposed  by  section  210  of  this  Act,  there 
shall  be  levied,  collected,  and  paid  for  each  taxable  year 
upon  the  net  income  of  every  individual,  a  surtax  equal  to 
the  sum  of  the  following: 

1  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $5,000  and  does  not  exceed  $6,000; 

2  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $6,000  and  does  not  exceed  $8,000; 

3  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $8,000  and  does  not  exceed  $10,000; 

4  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $10,000  and  does  not  exceed  $12,000; 

5  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $12,000  and  does  not  exceed  $14,000; 

6  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $14,000  and  does  not  exceed  $16,000; 

7  per  centum  of  the  amount  by  which  the  net  income  • 
exceeds  $16,000  and  does  not  exceed  $18,000; 
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8  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $18,000  and  does  not  exceed  $20,000; 

9  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $20,000  and  does  not  exceed  $22,000; 

10  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $22,000  and  does  not  exceed  $24,000; 

11  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $24,000  and  does  not  exceed  $26,000; 

12  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $26,000  and  does  not  exceed  $28,000; 

13  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $28,000  and  does  not  exceed  $30,000; 

14  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $30,000  and  does  not  exceed  $32,000; 

15  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $32,000  and  does  not  exceed  $34,000; 

16  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $34,000  and  does  not  exceed  $36,000; 

1/  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $36,000  and  does  not  exceed  $38,000; 

18  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $38,000  and  does  not  exceed  $40,000; 

19  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $40,000  and  does  hot  exceed  $42,000; 

20  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $42,000  and  does  not  exceed  $44,000 ; 

21  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $44,000  and  does  not  exceed  $46,000; 

22  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $46,000  and  does  not  exceed  $48,000; 

23  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $48,000  and  does  not  exceed  $50,000; 

24  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $50,000  and  does  not  exceed  $52,000; 

25  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $52,000  and  does  not  exceed  $54,000; 

26  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $54,000  and  does  not  exceed  $56,000; 

27  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $56,000  and  does  not  exceed  $58,000; 

28  per  centum  of  the  amount  by*  which  the  net  income 
exceeds  $58,000  and  does  not  exceed  $60,000; 

29  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $60,000  and  does  not  exceed  $62,000; 

30  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $62,000  and  does  not  exceed  $64,000; 

31  per  centum'  of  the  amount  by  which  the  net  income 
exceeds  $64,000  and  does  not  exceed  $66,000; 

32  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $66,000  and  does  not  exceed  $68,000 ; 


[12] 


33  per  centum  of  the  amount  by  which  the  net  income 

exceeds  $68,000  and  does  not  exceed  $70,000; 

34  per  rentum  of  the  amount  by  which  the  net  income 
exreeds  ?^70  0C0  and  does  not  exceed  $72,000; 

35  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $72,000  and  does  not  exceed  $74,000; 

36  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $74,000  and  does  not  exceed  $76,000; 

37  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $76,000  and  does  not  exceed  $78,000; 

38  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $78,000  and  does  not  exceed  $80,000; 

39  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $80,000  and  does  not  exceed  $82,000; 

40  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $82,000  and  does  not  exceed  $84,000; 

41  ner  centum  of  the  amount  by  which  the  net  income 
exceeds  $84,000  and  does  not  exceed  $86,000; 

42  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $86  000  and  does  not  exceed  $88,000; 

43  ner  centum  of  tbe  amount  by  which  the  net  income 
exceeds  $88.C00  and  does  not  exceed  $90,000; 

44  per  centum  of  the  amount  by  which  the  net  income 
evrreds  $90,000  and  does  not  exceed  $92,000; 

45  per  centum  of  the  amount  by  which  the  net  income 
exf-ceds  $92,000  and  does  not  exceed  $94,000; 

^6  per  centum  of  t^e  amount  by  which  the  net  income 
exceeds  .'^94.000  and  does  not  exceed  $96  000; 

47  per  centum  of  t^e  nmount  bv  which  the  net  income 
exceeds  $96,000  and  does  not  exceed  $98,000; 

48  per  centum  of  the  amount  by  which  the  net  income 
exf^eeds  '^OS  000  and  does  not  exceed  $100,000 

52  per  centum  of  the  amount  bv  which  the  net  income 
exceeds  $100  000  and  does  not  exceed  $150,000; 

56  Per  centum  Of  the  amount  by  which  the  net  income 
exceeds  $150,000  and  does  not  exceed  $200,000: 

60  per  centvm  of  the  amount  by  which  the  net  income 
exceeds  $200,000  and  does  not  exceed  $300,000; 

63  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $300,000  and  does  not  exceed  $500,000; 

64  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $500,000  and  does  not  exceed  $1,000,000: 

65  per  centum  of  the  amount  by  which  the  net  income 
exceeds  $1,000,000. 

(b)  In  the  case  of  a  bona  fide  sale  of  mines,  oil  or  gas 
wells,  or  any  interest  therein,  where  the  principal  value  of 
the  property  has  been  demonstrated  by  prospecting  or  ex- 
ploration and  discovery  work  done  by  the  taxpayer,  the 
portion  of  the  tax  imposed  bv  this  section  attributable  to 
such  sale  shall  not  exceed  20  per  centum  of  the  selling 
price  of  such  property  or  interest 
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NET  INCOME  DEFINED 


Sec.  212.  (a)  That  in  the  case  of  an  individual  the  term 
"net  income"  means  the  gross  income  as  defined  in  section 
213,  less  the  deductions  allowed  by  section  214. 

(b)  The  net  income  shall  be  computed  upon  the  basis 
of  the  taxpayer's  annual  accounting  period  (fiscal  year  or 
calendar  year,  as  the  case  may  be)  in  accordance  with  the 
method  of  accounting  regularly  employed  in  keeping  the 
books  of  such  taxpayer;  but  if  no  such  method  of  account- 
ing has  been  so  employed,  or  if  the  method  employed  does 
not  clearly  reflect  the  income,  the  computation  shall  he 
made  upon  such  basis  and  in  such  manner  as  in  the  opin- 
ion of  the  Commissioner  does  clearly  reflect  the  income.  If 
the  taxpayer's  annual  accounting  period  is  other  than  a 
fiscal  year  as  defined  in  section  200  or  if  the  taxpayer  has 
no  annual  accounting  period  or  does  not  keep  books,  the  net 
incom.e  shall  be  computed  on  the  basis  of  the  calendar  year. 

If  a  taxpayer  changes  his  accounting  period  from  fiscal 
year  to  calendar  year,  from  calendar  year  to  fiscal  year,  or 
from  one  fiscal  year  to  another,  the  net  income  shall,  with 
the  approval  of  the  Commissioner,  be  computed  on  the 
basis  of  such  new  accounting  period,  subject  to  the  pro- 
visions of  section  226. 

GROSS  INCOME  DEFINED 

Sec.  213.  That  for  the  purposes  of  this  title  (except  as 
otherwise  provided  in  section  233)  the  term  "gross  in- 
come"— 

Salaries,  etc.     (a)  Includes  gains,  profits,  and  income  derived  from  sal- 
aries, wages,  or  compensation  for  personal  service  (includ- 
ing in  the  case  of  the  President  of  the  United  States,  the 
judges  of  the  Supreme  and  inferior  courts  of  the  United 
States,  and  all  other  officers  and  employees,  whether  elected 
or  appointed,  of  the  United  States,  Alaska,  Hawaii,  or  any 
political  subdivisfon  thereof,  or  the  District  of  Columbia, 
the  compensation  received  as  such),  of  whatever  kind  and 
Professions,  in  whatever  form  paid,  or  from  professions,  vocations, 
Business,      trades,  businesses,  coniimerce,  or  sales,  or  dealings  in  prop- 
etc.  Sales,    erty,  whether  real  or  personal,  growing  out  of  the  owner- 
Interest,       ship  or  use  of  or  interest  in  such  property;  also  from  in- 
R^ts,  terest,  rent,  dividends,  securities,  or  the  transaction  of  any 

Dividrads,  business  carried  on  for  gain  or  profit,  or  gains  or  profits 
Oth^  Gains,  and  income  derived  from  any  source  whatever.  The  amount 

of  all  such  items  shall  be  included  in  the  gross  income  for 
the  taxable  year  in  which  received  by  the  taxpayer,  unless, 
under  methods  of  accounting  permitted  under  subdivision 
(b)  of  section  212,  any  such  amounts  are  to  be  properly 
accounted  for  as  of  a  different  period;  but 
Income  (b)  Does  not  include  the  following  items,  which  shall  be 

Exempt        exempt  from  taxation  under  this  title: 

(1)  The  proceeds  of  life  insurance  policies  paid  upon  the 
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death  of  the  insured  to  individual  beneficiaries  or  to  the  Life 
estate  of  the  insured;  Insurance 

(2)  The  amount  received  by  the  insured  as  a  return  of 
premium  or  premiums  paid  by  him  under  life  insurance,  Retam  of 
endowment,  or  annuity  contracts,  either  during  the  term  Insurance 
or  at  the  maturity  of  the  term  mentioned  in  the  contract  Preminms 
or  upon  surrender  of  the  contract; 

(3)  The  value  of  property  acquired  by  gift,  bequest,  Gifts  and 
devise,  or  descent  (but  the  income  from  such  property  shall  Devises 
be  included  in  gross  income) ; 

(4)  Interest  upon  (a)  the  obligations  of  a  State,  Terri-  Interest  on 
tory,  or  any  political  subdivision  thereof,  or  the  District  of  State  and 
Columbia;  or  (b)  securities  issued  under  the  provisions  of  Municipal 
the  Federal  Farm  Loan  Act  of  July  17,  1916;  or  (c)  the  Bonds, 
obligations  of  the  United  States  or  its  possessions;  or  (d)  Obligations, 
bonds  issued  by  the  War  Finance  Corporation:   Provided,  of  U.  S.,  etc 
That  every  person  owning  any  of  the  obligations,  securities 

or  bonds  enumerated  in  clauses  (a),  (b),  (c),  and  (d)  shall, 
in  the  return  required  by  this  title,  submit  a  statement 
showing  the  number  and  amount  of  such  obligations,  se- 
curities and  bonds  owned  by  him  and  the  income  received 
therefrom,  in  such  form  and  with  such  information  as  the 
Commissioner  may  require.  In  the  case  of  obligations  of 
the  United  States  issued  after  Seotember  1,  1917,  and  in 
the  case  of  bonds  issued  by  the  War  Finance  Corporation, 
the  interest  shall  be  exempt  onlv  if  and  to  the  extent  pro- 
vided in  the  respective  Acts  authorizing  the  issue  thereof 
as  amended  and  suoolemented,  and  shall  be  excluded  from 
gross  income  only  if  and  to  the  extent  it  is  wholly  exempt 
from  taxation  to  the  taxpayer  both  under  this  title  and 
under  Title  III; 

(5)  The  income  of  foreign  governments  received  from  Income  of 
investments  in  the  United  States  in  stocks,  bonds,  or  other  Foreign 
domestic  securities,  owned  by  such  foreign  governments.  Govern- 
or from  interest  on  deposits  in  banks  in  the  United  States  ments 

of  moneys  belonging  to  such  foreign  governments,  or  from 
anv  other  source  within  the  United  States; 

(6)  Amounts  received,  through  accident  or  .health  in-  Accident 
surance  or  under  workmen's  compensation  acts,  as  com-  and  Health 
sensation  for  nersonal  iniuries  or  sf&kness.  plus  the  Insmance 
amount  of  any  damages  received  whether  by  suit  or  agree- 
ment on  account  of  such  iniuries  or  sickness; 

(7)  Income  derived  from  any  public  utility  or  the  exer-  Income 
cise  of  anv  essential  governmental  function  and  accruing  from  Public 
to  any  State,  Territory,  or  the  District  of  Columbia,  or  Utility  Ac- 
any  nolitical  subdivision  of  a  State  or  Territory,  or  income  cruing  to 
accruing  to  the  government  of  anv  nossession  of  the  State,  etc. 
united  States,  or  anv  political  subdivision  thereof. 

"Whenever  anv  State,  Territory,  or  the  District  of  Colum- 
bia, or  anv  political  subdivision  of  a  State  or  Territory, 
prior  to  Seotember  8,  1916.  entered  in  good  faith  into  a 
contract  with  any  person,  the  object  and  purpose  of  which 
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is  to  acquire,  construct,  operate,  or  maintain  a  public  utility, 
no  tax  shall  be  levied  under  the  provisions  of  this  title  upon 
the  income  derived  from  the  operation  of  such  public  util- 
ity, so  far  as  the  payment  thereof  will  impose  a  loss  or 
burden  upon  such  State,  Territory,  District  of  Columbia, 
or  political  subdivision;  but  this  provision  is  not  intended 
to  confer  upon  such  person  any  financial  gain  or  exemp- 
tion or  to  relieve  such  person  from  the  payment  of  a  tax  as 
provided  for  in  this  title  upon  the  part  or  portion  of  such 
income  to  which  such  person  is  entitledf  under  such  contract; 

(8)  So  much  of  the  amount  received  during  the  present 
war  by  a  person  in  the  military  or  naval  forces  of  the 
United  States  as  salary  or  compensation  in  any  form  from 
the  United  States  for  active  services  in  such  forces,  as 
does  not  exceed  $3,500. 

(c)  In  the  case  of  nonresident  alien  individuals,  gross  in- 
come includes  only  the  gross  income  from  sources  within 
the  United  States,  including  interest  on  bonds,  notes,  or 
other  interest-bearing  obligations  of  residents^  corporate  or 
otherwise,  dividends  from  resident  corporations,  and  in- 
cluding all  amounts  received  (although  paid  under  a  con- 
tract for  the  sale  of  goods  or  otherwise)  representing 
profits  on  the  manufacture  and  disposition  of  goods  within 
the  United  States. 

DEDUCTIONS  ALLOWED 

Sec.  214.  (a)  That  in  computing  net  income  there  shall 
be  allowed  as  deductions: 

(1)  All  the  ordinary  and  necessary  expenses  paid  or  in- 
curred during  the  taxable  year  in  carrying  on  any  trade 
or  business,  including  a  reasonable  allowance  for  salaries 
or  other  compensation  for  personal  services  actually  ren- 
dered, and  including  rentals  or  other  payments  required 
to  be  made  as  a  condition  to  the  continued  use  or  pos- 
session, for  purposes  of  the  trade  or  business,  of  property 
to  which  the  taxpayer  has  not  taken  or  is  not  taking  title 
or  in  which  he  has  no  equity; 

(2)  All  interest  paid  or  accrued  within  the  taxable  year 
on  indebtedness,  except  on  indebtedness  incurred  or  con- 
tinued to  purchase  or  carry  obligations  or  securities  (other 
than  obligations  of  the  United  States  issued  after  Septem- 
ber 24,  1917),  the  interest  upon  which  is  wholly  exempt 
from  taxation  under  this  title  as  income  to  the  taxpayer, 
or,  in  the  case  of  a  nonresident  alien  individual,  the 
proportion  of  such  interest  which  the  amount  of  his  gross 
income  from  sources  within  the  United  States  bears  to  the 
amount  of  his  gross  income  from  all  sources  within  and 
without  the  United  States; 

(3)  Taxes  paid  or  accrued  within  the  taxable  year  im- 
posed (a)  by  the  authority  of  the  United  States,  exoept 
income,  war-profits  and  excess-profits  taxes;  or  (b)  by  the 
authority  of  any  of  its  possessions,  except  the  amount  of 

[16] 


income,  war-profits  and  excess-profits  taxes  allowed  as  a 
credit  under  section  222;  or  (c)  by  the  authority  of  any  State  or 
State  or  Territory,  or  any  county,  school  district,  munici-  Political 
pality,  or  other  taxing  subdivision  of  any  State  or  Terri-  Subdivisioa 
tory,  not  including  those  assessed  against  local  benefits  of 
a  kind  tending  to  increase  the  value  of  the  property  as- 
sessed; or  (d)  in  the  case  of  a  citizen  or  resident  of  the 
United  States,  by  the  authority  of  any  foreign  country, 
except  the  amount  of  income,  war-profits  and  excess-  Foreign 
profits  taxes  allowed  as  a  credit  under  section  222;  or  Countiy 
(e)  in  the  case  of  a  nonresident  alien  individual,  by  the 
authority  of  any  foreign  country  (except  income,  war- 
profits  and  excess-profits  taxes,  and  taxes  assessed  against 
local  benefits  of  a  kind  tending  to  increase  the  value  of 
the  property  assessed)^  upon  property  or  business; 

(4)  Losses  sustained  during  the  taxable  year  and  not  Losses  in 
compensated  for  by  insurance  or  otherwise,  if  incurred  in  Business 
trade  or  business; 

(5)  Losses  sustained  during  the  taxable  year  and  not  Losses  in 
compensated  for  by  insurance  or  otherwise,  if  incurred  in  TransaetiiHis 
any  transaction  entered  into  for  profit,  though  not  con-  Entered  into 
nected  with  the  trade  or  business;  but  in  the  case  of  a  f«r  Profit 
nonresident  alien  individual  only  as  to  such  transactions 

within  the  United  States; 

(6)  Losses  sustained  during  the  taxable  year  of  property  Losses  from 
not  connected  with  the  trade  or  business  (but  in  the  case  Fires, 

of  a  nonresident  alien  individual  only  property  within  the  Storms^etc. 
United  States)  if  arising  from  fires,  storms,  shipwreck, 
or  other  casualty,  or  from  theft,  and  if  not  compensated 
for  by  insurance  or  otherwise; 

(7)  Debts  ascertained  to  be  worthless  and  charged  off  Bad  Debts 
within  the  taxable  year; 

(8)  A  reasonable  allowance  for  the  exhaustion,  wear  and  Depredalioa 
tear  of  property  used  in  the  trade  or  business,  including 

a  reasonable  allowance  for  obsolescence; 

(9)  In  the  case  of  buildings,  machinery,  equipment,  or  Amortization 
other  facilities,  constructed,  erected,  installed,  or  acquired, 

on  or  after  April  6,  1917,  for  the  production  of  articles 
contributing  to  the  prosecution  of  the  present  war,  and  in 
the  case  of  vessels  constructed  or  acquired  on  or  after  such 
date  for  the  transportation  of  articles  or  men  contributing 
to  the  prosecution  of  the  present  war,  there  shall  be  al- 
lowed a  reasonable  deduction  for  the  amortization  of  such 
part  of  the  cost  of  such  facilities  or  vessels  as  has  been 
borne  by  the  taxpayer,  but  not  again  including  any  amount 
otherwise  allowed  under  this  title  or  previous  Acts  of  Con- 
gress as  a  deduction  in  computing  net  income.    At  any  Reexamina- 
time  within  three  years  after  the  termination  of  the  present  tion  of 
war,  the  Commissioner  may,  and  at  the  request  of  the  Return 
taxpayer  sliall»  reexamine  the  return,  and  if  he  then  finds 
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as  a  result  of  an  appraisal  or  from  other  evidence  that 
the  deduction  originally  allowed  was  incorrect,  the  taxes 
imposed  by  this  title  and  by  Title  III  for  the  year  or  years 
affected  shall  be  redetermined;  and  the  amount  of  tax  due 
upon  such  redetermination,  if  any,  shall  be  paid  upon  no- 
tice and  demand  by  the  collector,  or  the  amount  of  tax 
overpaid,  if  any,  shall  be  credited  or  refunded  to  the  tax- 
payer in  accordance  with  the  provisions  of  section  252; 

(10)  In  the  case  of  mines,  oil  and  gas  wells,  other  natural 
deposits,  and  timber,  a  reasonable  allowance  for  depletion 
and  for  depreciation  of  improvements,  according  to  the 
peculiar  conditions  in  each  case,  based  upon  cost  including 
cost  of  development  not  otherwise  deducted:  Provided, 
That  in  the  case  of  such  properties  acquired  prior  to 
March  1,  1913,  the  fair  market  value  of  the  property  (or 
the  taxpayer's  interest  therein)  on  that  date  shall  be  taken 
in  lieu  of  cost  up  to  that  date:  Provided  further,  That  in 
the  case  of  mines,  oil  and  gas  wells,  discovered  by  the  tax- 
payer, on  or  after  March  1,  1913,  and  not  acquired  as  the 
result  of  purchase  of  a  proven  tract  or  lease,  where  the 
fair  market  value  of  the  property  is  materially  dispropor- 
tionate to  the  cost,  the  depletion  allowance  shall  be  based 
upon  the  fair  market  value  of  the  property  at  the  date  of 
the  discovery,  or  within  thirty  days  thereafter;  such  rea- 
sonable allowance  in  all  the  above  cases  to  be  made  under 
rules  and  regulations  to  be  prescribed  by  the  Commis- 
sioner with  the  approval  of  the  Secretary.  In  the  case  of 
leases  the  deductions  allowed  by  this  paragraph  shall  be 
equitably  apportioned  between  the  lessor  and  lessee; 

Contributions    (11)  Contributions  or  gifts  made  within  the  taxable  year 

to  corporations  organized  and  operated  exclusively  for  reli- 
gious, charitable*  scientific,  or  educational  purposes,  or  for 
the  prevention  of  cruelty  to  children  or  animals,  no  part  of 
the  net  earnings  of  which  inures  to  the  benefit  of  any  pri- 
vate stockholder  or  individual,  or  to  the  special  fund  for 
vocational  rehabilitation  authorized  by  section  7  of  the 
Vocational  Rehabilitation  Act,  to  an  amount  not  in  excess 
of  15  per  centum  of  the  taxpayer's  net  income  as  com- 
puted without  the  benefit  of  this  paragraph.  Such  contri- 
butions or  gifts  shall  be  allowable  as  deductions  only  if 
verified  under  rules  and  regulations  prescribed  by  the 
Commissioner,  with"the  approval  of  the  Secretary.  In  the 
case  of  a  nonresident  alien  individual  this  deduction  shall 
be  allowed  only  as  to  contributions  or  gifts  made  to  domes- 
tic corporations,  or  to  such  vocational  rehabilitation  fund; 

Claim  in  (12)  (a)  At  the  time  of  filing  return  for  the  taxable  year 

Abatement  1918  a  taxpayer  may  file  a  claim  in  abatement  based  on 
for  Inventory  the  fact  that  he  has  sustained  a  substantial  loss  (whether 
and  Contract  or  not  actually  realized  by  sale  or  other  disposition)  re- 
Losses  Dur-  suiting  from  any  material  reduction  (not  due  to  temporary 
img  1918      fluctuation)  of  the  value  of  the  inventory  for  sucli  taxable 
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year,  or  from  the  actual  payment  after  the  close  of  such 
ta.vible  year  of  rebates  in  pursuance  of  contracts  entered 
into  during  such  year  upon  sales  made  during  such  year. 
In  such  case  payment  of  the  amount  of  the  tax  covered  by 
such  claim  shall  not  be  required  until  the  claim  is  decided, 
but  the  taxpayer  shall  accompany  his  claim  with  a  bond  in 
double  the  amount  of  the  tax  covered  by  the  claim,  with 
sureties  satisfactory  to  the  Commissioner,  conditioned  for 
the  payment  of  any  part  of  such  tax  found  to  be  due,  with 
interest.  If  any  part  of  such  claim  is  disallowed  then  the 
remainder  of  the  tax  due  shall  on  notice  and  demand  by  IKsallow* 
the  collector  be  paid  by  the  taxpayer  with  interest  at  the  ance  ot 
rate  of  1  per  centum  per  month  from  the  time  the  tax  Claim 
would  have  been  due  had  no  such  claim  been  filed.  If  it  is 
shown  to  the  satisfaction  of  the  Commissioner  that  such 
substantial  loss  has  been  sustained,  then  in  computing  the 
tax  imposed  by  this  title  the  amount  of  such  loss  shall  be 
deducted  from  the  net  income,  (b)  If  no  such  claim  is  filed, 
but  it  is  shown  to  the  satisfaction  of  the  Commissioner  that  Claim 
during  the  taxable  year  1919  the  taxpayer  has  sustained  a  not  Filed 
substantial  loss  of  the  character  above  described,  then  the 
amount  of  such  loss  shall  f>e  deducted  from  the  net  income 
for  the  taxable  year  1918  and  the  tax  imposed  by  this  title 
for  such  year  shall  be  redetermined  accordingly.  Any 
amount  found  to  be  due  to  the  taxpayer  upon  the  basis  of 
such  redetermination  shall  be  credited  or  refunded  to  the 
taxpayer  in  accordance  with  the  provisions  of  section  252. 

(b)  In  the  case  of  a  nonresident  alien  individual  the  de*  Dednetioiis 
ductions  allowed  in  paragraphs.  (1),  (4),  (7),  (8),  (9),  of  Nonresi- 
(10),  (12),  and  clause  (e)  of  paragraph  (3),  of  subdi-  dent  Aliens 
vision  (a)  shall  be  allowed  only  if  and  to  the  extent  that 
they  are  connected  with  income  arising  from  a  source 
within  the  United  States;  and  the  proper  apportionment 
and  allocation  of  the  deductions  with  respect  to  sources  of 
income  within  and  without  the  United  States  shall  be  de- 
termined under  rules  and  regulations  prescribed  by  the 
Commissioner  with  the  approval  of  the  Secretary. 

ITEMS  NOT  DEDUCTIBLE 

Sec.  215.   That  in  computing  net  income  no  deduction  Personal 
shall  in  any  case  be  allowed  in  respect  of —  Ei|Ne»8es 

(a)  Personal,  living,  or  family  expenses; 

(b)  Any  amount  paid  out  for  new  buildings  or  for  Bettormoits 
permanent  improvements  or  betterments  made  to  increase 

the  value  of  any  property  or  estate; 

(c)  Any  amount  expended  in  restoring  property  or  in  Restoring 
making  good  the  exhaustion  thereof  for  which  an  allow-  Fropexty 
ance  is  or  has  been  made;  or 

(d)  Premiums  paid  on  any  life  insurance  policy  cover-  life 

ing  the  life  of  any  officer  or  employee,  or  of  any  person  Insurance 
financially  interested  in  any  trade  or  business  carried  on  Premiums 
by  the  taxpayer,  when  the  taxpayer  is  directly  or  indirectly 
a  beneficiary  under  such  policy. 
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Sec  216.  That  for  the  purpose  of  the  normal  tax  only 
there  shall  be  allowed  the  following  credits: 

(a)  The  amount  received  as  dividends  from  a  corpora- 
tion which  is  taxable  under  this  title  upon  its  net  income, 
and  amounts  received  as  dividends  from  a  personal  serv- 
ice corporation  out  of  earnings  or  profits  upon  which  in- 
come tax  has  been  imposed  by  Act  of  Congress; 

(b)  The  amount  received  as  interest  upon  obligations 
of  the  United  States  and  bonds  issued  by  the  War  Finance 
Corporation,  which  is  included  in  gross  income  under  sec- 
tion 213; 

(c)  In  the  case  of  a  single  person,  a  personal  exemption 
of  $1,000,  or  in  the  case  of  the  head  of  a  family  or  a  mar- 
ried person  living  with  husband  or  wife,  a  personal  ex- 
emption of  $2,000.  A  husband  and  wife  living  together 
shall  receive  but  one  personal  exemption  of  $2,000  against 
their  aggregate  net  income;  and  in  case  they  make  sep- 
arate returns,  the  personal  exemption  of  $2,000  may  be 
taken  by  either  or  divided  between  them; 

(d)  $200  for  each  person  (other  than  husband  or  wife) 
dependent  upon  and  receiving  his  chief  support  from  the 
taxpayer,  if  such  dependent  person  is  under  eighteen 
years  of  age  or  is  incapable  of  self-support  because  men- 
tally or  physically  defective;  .  ^.        ,  u 

(e)  In  the  case  of  a  nonresident  alien  individual  who 
is  a  citizen  or  subject  of  a  country  which  imposes  an  in- 
come tax,  the  credits  allowed  in  subdivisions  (c)  and  (d) 
shall  be  allowed  only  if  such  country  allows  a  similar 
credit  to  citizens  of  the  United  States  not  residing  in 
such  country. 
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NONRESIDENT  ALIENS— ALLOWANCE  OF  DEDUC- 
TIONS AND  CREDITS 

Sec.  217.  That  a  nonresident  alien  individual  shall  receive 
the  benefit  of  the  deductions  and  credits  allowed  in  this 
title  only  by  filing  or  causing  to  be  filed  with  the  collector 
a  true  and  accurate  return  of  his  total  income  received  from 
all  sources,  corporate  or  otherwise,  in  the  United  States,  in 
the  manner  prescribed  by  this  title,  including  therein  all 
the  information  which  the  Commissioner  may  deem  nec- 
essary for  the  calculation  of  such  deductions  and  credits: 
Provided,  That  the  benefit  of  the  credits  allowed  in  sub- 
divisions (c)  and  (d)  of  section  216  may,  in  the  discre- 
tion of  the  Commissioner,  and  except  as  otherwise  pro- 
vided in  subdivision  (e)  of  that  section,  be  received  by  fil- 
ing a  claim  therefor  with  the  withholding  agent.  In  case 
of  failure  to  file  a  return,  the  collector  shall  collect  the  tax 
on  such  income,  and  all  property  belonging  to  such  nonres- 
ident alien  individual  shall  be  liable  to  distraint  for  the  tax. 
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PARTNERSHIPS  AND  PERSONAL  SERVICE  COR- 
PORATIONS 

Sec.  218.  (a)  That  individuals  carrying  on  business  in  Partners 
partnership  shall  be  liable  for  income  tax  only  in  their  in-  Liable  only 
dividual  capacity.    There  shall  be  included  in  computing  in  Individual 
the  net  income  of  each  partner  his  distributive  share,  Capacity 
whether  distributed  or  not,  of  the  net  income  of  the  part- 
nership for  the  taxable  year,  or,  if  his  net  income  for  such  Accounting 
taxable  year  is  computed  upon  the  basis  of  a  period  differ-  Period  of^ 
ent  from  that  upon  the  basis  of  which  the  net  income  of  Partnership 
the  partnership  is  computed,  then  his  distributive  share  of  Different 
the  net  income  of  the  partnership  for  any  accounting  period  from 
of  the  partnership  ending  within  the  Fiscal  or  calendar  year  Individual 
upon  the  basis  of  which  the  partner's  net  income  is  com-  Partners 
puted. 

The  partner  shall,  for  the  purpose  of  the  normal  tax,  be 
allowed  as  credits,  in  addition  to  the  credits  allowed  to  Credits 
him  under  section  216,  his  proportionate  shure  of  such 
amounts  specified  in  subdivisions  (a)  and  (b)  of  section 
216  as  are  received  by  the  partnership. 

(b)  If  a  fiscal  year  of  a  partnership  ends  during  a  calen-  Change  of 
dar  year  for  which  the  rates  of  tax  differ  from  those  for  Rates 

the  preceding  calendar  year,  then  (1)  the  rates  for  such  Durinsr 

rreceding  calendar  year  shall  applv  to  an  amount  of  each  Fiscal  Year 

partner's  share  of  such  partnership  net  income  equal^  to 

the  proportion  which  the  part  of  such  fiscal  year  falling 

within  such  cfilendar  year  bears  to  the  full  fiscal  year,  and 

(2'>  the  rates  for  the  calendar  year  during  which  such  fiscal 

year  ends  shall  apply  to  the  remainder. 

(c)  In  the  case  of  an  individual  member  of  a  oartnershin  Credit  for 
which  makes  return  for  a  fiscal  year  beginning  in  1917  and  Excess 
ending  in  1918.  his  proportionate  share  of  any  excess-prof-  Profits  Tax 
its  tax  imposed  upon  the  partnership  under  the  Revenue  for  Fiscal. 
Act  of  1917  with  respect  to  that  part  of  such  fiscal  year  Year  Ending 
falling  in  1917,  shall,  for  the  purpose  of  determining  the  in  1918 

tax  imposed  by  this  title,  be  credited  against  that  portion 
of  the  net  income  embraced  in  his  personal  return  for  the 
taxable  year  1918  to  which  the  rates  for  1917  apply. 

(d)  The  net  income  of  the  partnership  shall  be  com-  Comontatlon 
puted  in  the  same  manner  and  on  the  same  basis  as  nro-  of  Net 
vided  in  section  212.  except  that  the  deduction  provided  Income 

in  paragraph  (11)  of  subdivision  (a)  of  section  214  shall 
not  be  allowed. 

(e)  Personal  service  corporations  shall  not  be  subject  to  Stockholders 
taxation  under  this  title,  but  the  individual  stockholders  of  Personal 
thereof  shall  be  taxed  in  the  same  manner  as  the  members  Service 

of  partnerships.   All  the  provisions  of  this  title  relating  to  Corporations 
partnerships  and  the  members  thereof  shall  so  far  as  prac-  Taxed  as 
ticable  apply  to  personal  service  corporations  and  the  stock-  Members  of 
holders  thereof:  Provided,  That  for  the  purpose  of  this  sub-  Paitnerships 
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division  amounts  distributed  by  a  personal  service  corpora- 
tion during  its  taxable  year  shall  be  accounted  for  by  the 
distributees;  and  any  portion  of  the  net  income  remaining 
undistributed  at  the  close  of  its  taxable  year  shall  be  ac- 
counted for  by  the  stockholders  of  such  corporation  at  the 
close  of  its  taxable  year  in  proportion  to  their  respective 

ESTATES  AND  TRUSTS 

Sec.  219.  (a)  That  the  tax  imposed  by  sections  210  and 
211  shall  apply  to  the  income  of  estates  or  of  any  kind  of 
property  held  in  trust,  including — 

( 1 )  Income  received  by  estates  of  deceased  persons  dur- 
ing the  period  of  administration  or  settlement  of  the  estate; 

(2)  Income  accumulated  in  trust  for  the  benefit  of  un- 
born or  unascertained  persons  or  persons  with  contingent 
interests; 

(3)  Income  held  for  future  distribution  under  the  terms 
of  the  will  or  trust;  and 

(4)  Income  which  is  to  be  distributed  to  the 'bene- 
ficiaries periodically,  whether  or  not  at  regular  intervals, 
and  the  income  collected  by  a  guardian  of  an  infant  to 
be  held  or  distributed  as  the  court  may  direct. 

(b)  The  fiduciary  shall  be  responsible  for  making  the 
return  of  income  for  the  estate  or  trust  for  which  he  acts. 
The  net  income  of  the  estate  or  trust  shall  be  computed  in 
the  same  manner  and  on  the  same  basis  as  provided  in 
section  212,  except  that  there  shall  also  be  allowed  as  a 
deduction  (in  lieu  of  the  deduction  authorized  by  para- 
graph (11)  of  subdivision  (a)  of  section  214)  any  part  of 
the  gross  income  which,  pursuant  to  the  terms  of  the  will 
or  deed  creating  the  trust,  is  during  the  taxable  year  paid 
to  or  permanently  set  aside  for  the  United  States,  any 
State,  Territory,  or  any  political  subdivision  thereof,  or 
the  District  of  Columbia,  or  any  corporation  organized 
and  operated  exclusively  for  religious,  charitable,  scien- 
tific, or  educational  purposes,  or  for  the  prevention  of 
cruelty  to  children  or  animals,  no  part  of  the  net  earnings 
of  which  inures  to  the  benefit  of  any  private  stockholder 
or  individual;  and  in  cases  under  paragraph  (4)  of  subdi- 
vision (a)  of  this  section  the  fiduciary  shall  include  in  the 
return  a  statement  of  each  beneficiary's  distributive  share 
of  such  net  income,  whether  or  not  distributed  before  the 
close  of  the  taxable  year  for  which  the  return  is  made. 

(c)  In  cases  under  paragraphs  (1),  (2),  or  (3)  of  subdi- 
vision (a)  the  tax  shall  be  imposed  upon  the  net  inconfe  of 
the  estate  or  trust  and  shall  be  paid  by  the  fiduciary,  ex- 
cept that  in  determining  the  net  income  of  the  estate  of  any 
deceased  person  during  the  period  of  administration  or  set- 
tlement there  may  be  deducted  the  amount  of  any  income 
properly  paid  or  credited  to  any  legatee,  heir  or  other 
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beneficiary.  In  such  cases  the  estate  or  trust  shall,  for  the 
purpose  of  the  normal  tax,  be  allowed  the  same  credits 
as  are  allowed  to  single  persons  under  section  216. 

(d)  In  cases  under  paragraph  (4)  of  subdivision  (a),  and  Payments 
in  the  case  of  any  income  of  an  estate  during  the  period  of  of  Tax  by 
administration  or  settlement  permitted  by  subdivision  (c)  Beneficiary 
to  be  deducted  from  the  net  income  upon  which  tax  is  to  be 
paid  by  the  fiduciary,  the  tax  shall  not  be  paid  by  the  fidu- 
ciary, but  there  shall  be  included  in  computing  the  net  in- 
come of  each  beneficiary  his  distributive  share,  whether 
distributed  or  not,  of  the  net  income  of  the  estate  or  trust 
for  the  taxable  year,  or,  if  his  net  income  for  such  taxable 
year  is  computed  upon  the  basis  of  a  period  different  from 
that  upon  the  basis  of  which  the  net  income  of  the  estate  or 
trust  is  computed,  then  his  distributive  share  of  the  net  in- 
come of  the  estate  or  trust  for  any  accounting  period  of 
such  estate  or  trust  ending  within  the  fiscal  or  calendar  year 
upon  the  basis  of  which  such  beneficiary's  net  income  is 
computed.  In  such  cases  the  beneficiary  shall,  for  the  pur- 
pose of  the  normal  tax,  be  allowed  as  credits  in  addition  to 
the  credits  allowed  to  him  under  section  216,  his  propor- 
tionate share  of  such  amounts  specified  in  subdivisions  (a) 
and  (b)  of  section  216  as  are  received  by  the  estate  or 
trust. 

PROFITS  OF  CORPORATIONS  TAXABLE  TO 

STOCKHOLDERS 

Sec.  220.  That  if  any  corporation,  however  created  or  Accumula- 
organized,  is  formed  or  availed  of  for  the  purpose  of  pre-  tion  of 
venting  the  imposition  of  the  surtax  upon  its  stockholders  Profits 
or  members  through  the  medium  of  permitting  its  gains 
and  profits  to  accumulate  instead  of  being  divided  or  dis- 
tributed, such  corporation  shall  not  be  subject  to  the  tax 
imposed  by  section  230,  but  the  stockholders  or  members 
thereof  shall  be  subject  to  taxation  under  this  title  in  the 
same  manner  as  provided  in  subdivision  (e)  of  section  218 
in  the  case  of  stockholders  of  a  personal  service  corpora- 
tion, except  that  the  tax  imposed  by  Title  111  shall  be  de- 
ducted from  the  net  income  of  the  corporation  before  the 
computation  of  the  proportionate  share  of  each  stockholder 
or  member.  The  fact  that  any  corporation  is  a  mere  hold- 
ing company,  or  that  the  gains  and  profits  are  permitted  to 
accumulate  beyond  the  reasonable  needs  of  the  business, 
shall  be  prima  facie  evidence  of  a  purpose  to  escape  the 
surtax*  but  the  fact  that  the  gains  and  profits  are  in  any 
case  permitted  to  accumulate  and  become  surplus  shall  not 
be  construed  as  evidence  of  a  purpose  to  escape  the  tax  in 
such  case  unless  the  Commissioner  certifies  that  in  his 
opinion  such  accumulation  is  unreasonable  for  the  pur- 
poses of  the  business.    When  requested  by  the  Com- 
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missioner,  or  any  collector,  every  corporation  shall  for- 
ward to  him  a  correct  statement  of  such  gains  and  profits 
and  the  names  and  addresses  of  the  individuals  or  share- 
holders who  would  he  entitled  to  the  same  if  divided  or  dis- 
tributed, and  of  the  amounts  that  would  be  payable  to  each. 

PAYMENT  OF  TAX  AT  SOURCE 

Sec.  221. (a)  That  all  individuals,  corporations  and  part- 
nerships, in  whatever  capacity  acting,  including  lessees  or 
mortgagors  of  real  of  personal  property,  fiduciaries,  em- 
ployers, and  all  officers  and  employees  of  the  United  States, 
having  the  control,  receipt,  custody,  disposal^  or  payment, 
of  interest,  rent,  salaries,  wages,  premiums,  annuities,  com- 
Miscella-  pensations,  remunerations,  emoluments,  or  other  fixed  or 
neous  determinable  annual  or  periodical  gains,  profits,  and  in- 

Income  come,  of  any  nonresident  alien  individual  (other  than  in- 
come received  as  dividends  from  a  corporation  which  is 
taxable  under  this  title  upon  its  net  income)  shall  (except 
in  the  cases  provided  for  in  subdivision  (b)  and  except  as 
otherwise  provided  in  regulations  prescribed  by  the  Com- 
missioner under  section  217)  deduct  and  withhold  from 
such  annual  or  periodical  gains,  profits,  and  income  a  tax 
equal  to  8  per  centum  thereof:  Provided,  That  the  Com- 
missioner may  authorize  such  tax  to  be  deducted  and 
withheld  from  the  interest  upon  any  securities  the  owners 
of  which  are  not  known  to  the  withholding  agent. 

(b)  In  any  case  where  bonds,  mortgages,  or  deeds  of 
trust,  or  other  similar  obligations  of  a  corporation  contain 
a  contract  or  provision  by  which  the  obligor  agrees  to  pay 
any  portion  of  the  tax  imposed  by  this  title  upon  the  obli- 
gee, or  to  reimburse  the  obligee  for  any  portion  of  the  tax, 
Interest  on    or  to  pay  the  interest  without  deduction  for  any  tax  which 
"Tax-Free"    the  obligor  may  be  required  or  permitted  to  pay  thereon 
Covenant      or  to  retain  therefrom  under  anv  law  of  the  United  States, 
Bonds  the  obligor  shall  deduct  and  withhold  a  tax  equal  to  2  per 

centum  of  the  interest  upon  such  bonds,  mortgages,  deeds 
of  trust,  or  other  obligations,  whether  such  interest  is 
payable  annually  or  at  shorter  or  longer  periods  and 
whether  pavable  to  a  nonresident  alien  individual  or  to  an 
individual  citizen  or  resident  of  the  United  States  or  to  a 
partnership:  Provided,  That  the  Commissioner  may  au- 
thorize such  tax  to  be  deducted  and  withheld  in  the  case  of 
interest  upon  any  such  bonds,  mortgages,  deeds  of  trust  or 
other  obligations,  the  owners  of  which  are  not  known  to  the 
withholding  agent.  Such  deduction  and  withholding  shall 
not  be  required  in  the  case  of  a  citizen  or  resident  entitled 
to  receive  such  interest,  if  he  flies  with  the  withholding 
acent  on  or  before  February  1.  a  signed  notice  in  writing 
claiming  the  benefit  of  the  credits  provided  in  subdivisions 
(c)  and  (d)  of  section  216;  nor  in  the  case  of  a  nonresi- 
dent alien  individual  if  so  provided  for  in  regulations 
prescribed  by  the  Commissioner  under  section  217. 
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(c)  Every  individual,  corporation,  or  partnership  re-  Returns  of 
quired  to  deduct  and  withhold  any  tax  under  this  section  Withholding 
shall  make  return  thereof  on  or  before  March  1  of  each  year  Agents 
and  shall  on  or  before  June  15  pay  the  tax  to  the  official 

of  the  United  States  Government  authorized  to  receive  it 
•Every  such  individual,  corporation,  or  partnership  is  here- 
by made  liable  for  such  tax  and  is  hereby  indemnified 
against  the  claims  and  demands  of  any  individual,  cor- 
poration, or  partnership  for  the  amount  of  any  payments 
made  in  accordance  with  the  provisions  of  this  section. 

(d)  Income  upon  which  any  tax  is  required  to  be  with-  Credit 
held  at  the  source  under  this  section  shall  be  included  in  for  Tax 
the  return  of  the  recipient  of  such  income,  but  any  Withhdd 
amount  of  tax  so  withheld  shall  be  crediti^  against  the 
amount  of  income  tax  as  computed  in  such  return. 

(e)  If  any  tax  required  under  this  section  to  be  deducted 
and  withheld  is  paid  by  the  recipient  of  the  income,  it  shall 
not  be  re-collected  from  the  withholding  agent  ;  nor  in  cases 
in  which  the  tax  is  so  paid  shall  any  penalty  be  imposed 
upon  or  collected  from  the  recipient  of  the  income  or  the 
withholding  agent  for  failure  to  return  or  pay  the  same, 
unless  duch  failure  was  fraudulent  and  for  the  purpo^  of 
evading  payment 

CREDIT  FOR  TAXES 

Sec.  222.(a)  That  the  tax  computed  under  Part  II  of 
this  title  shall  be  credited  with: 

(1)  In  the  case  of  a  citizen  of  the  United  States,  the  Citizens 
amount  of  any  income,  war-profits  and  excess-profits  taxes 

naid  during  the  taxable  year  to  any  foreign  country,  upon 
income  derived  from  sources  therein,  or  to  any  posses- 
sion of  the  United  States;  and 

(2)  In  the  case  of  a  resident  of  the  United  States,  the  Residents 
amount  of  any  such  taxes  paid  during  the  taxable  year  to 

any  possession  of  the  United  States;  and 

(3)  In  the  case  of  an  alien  resident  of  the  United  States  Alien 
who  is  a  citizen  or  subiect  of  a  foreign  country,  the  amount  Residents 
of  any  such  taxes  paid  during  the  taxable  year  to  such 
country,  upon  income  derived  from  sources  therein,  if  such 
country,  in  imposing  such  taxes,  allows  a  similar  credit  to 
citizens  of  the  United  States  residing  in  such  country;  and 

(4)  In  the  case  of  any  such  individual  who  is  a  member  Partner- 
of  a  partnershio  or  a  beneficiary  of  an  estate  or  trust,  his  shins  and 
proportionate  share  of  such  taxes  of  the  partnership  or  the  Estates 
estate  or  trust  paid  during  the  taxable  year  to  a  foreign 
country  or  to  any  possession  of  the  United  States,  as  the 

case  may  be. 

(b)  If  accrued  taxes  when  paid  differ  from  the  amounts  Accrued 
claimed  as  credits  by  the  taxpayer,  or  if  any  tax  paid  is  re-  Taxes 
funded  in  whole  or  in  nart,  the  taxpayer  shall  notify  the 
(Commissioner  who  shall  redetermine  the  amount  of  the  tax 
due  under  Part  II  t>f  this  title  for  the  year  or  years  af- 
fectedy  and  the  amount  of  tax  due  upon  such  redetermina- 
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tion,  if  any,  shall  be  paid  by  the  taxpayer  upon  notice  and 
demand  by  the  collector,  or  the  amount  of  tax  overpaid,  if 
any,  shall  be  credited  or  refunded  to  the  taxpayer  In  ac- 
cordance with  the  provisions  of  section  252.  In  the  case 
of  such  a  tax  accrued  But  not  paid,  the  Commissioner  as 
a  condition  precedent  to  the  allowance  of  this  credit  may 
require  the  taxoayer  to  give  a  bond  with  sureties  satisfac- 
tory to  and  to  be  approved  by  the  Commissioner  in  such 
penal  sum  as  the  Commissioner  may  require,  conditioned 
for  the  payment  by  the  taxpayer  of  any  amount  of  tax 
found  due  upon  any  such  redetermination;  and  the  bond 
herein  prescribed  shall  contain  such  further  conditions 
as  the  Commissioner  may  require. 

(c)  These  credits  shall  be  allowed  only  if  the  taxpayer 
furnishes  evidence  satisfactory  to  the  Commissioner  show- 
ing the  amount  of  income  derived  from  sources  within 
such  foreign  country  or  such  possession  of  the  United 
States,  and  all  other  information  necessary  for  the  com- 
putation of  such  credits. 

INDIVIDUAL  RETURNS 

Sec.  223.  That  every  individual  having  a  net  income 
for  the  taxable  year  of  $1,000  or  over  i?  single  or  if  mar- 
ried and  not  living  with  husband  or  wife,  or  of  $2,000  or 
over  if  married  and  liying  with  husband  or  wife,  shall 
make  under  oath  a  return  stating  specifically  the  items 
of  his  gross  income  and  the  deductions  and  credits  al- 
lowed by  this  title.  If  a  husband  and  wife  living  together 
have  an  aggregate  net  income  of  $2,000  or  over,  each 
shall  make  such  a  return  unless  the  income  of  each  is 
included  in  a  single  joint  return. 

If  the  taxpayer  is  unable  to  make  his  own  return,  the 
return  shall  be  made  by  a  duly  authorized  agent  or  by  the 
guardian  or  other  person  charged  with  the  care  of  the 
person  or  nroperty  of  such  taxpayer. 

PARTNERSHIP  RETURNS 

Returns  to  Sec.  224.  That  every  partnership  shall  make  a  return 
be  Filed  by  for  each  taxable  year,  stating  specifically  the  items  of  its 
Partnerships  gross  income  and  the  deductions  allowed  by  this  title,  and 

shall  include  in  the  return  the  names  and  addresses  of 
the  individuals  who  would  be  entitled  to  share  in  the  net 
income  if  distributed  and  the  amount  of  the  distributive 
share  of  each  individual.  The  return  shall  be  sworn  to 
by  any  one  of  the  partners. 

FIDUCIARY  RETURNS 

Sec.  225.  That  every  fiduciary  (except  receivers  ap- 
pointed by  authority  of  law  in  possession  of  part  only  of 
the  property  of  an  individual)  shall  make  under  oath  a 
return  for  the  individual,  estate  or  trust  for  which  he  acts 
(1)  if  the  net  income  of  such  individual  is  $1,QOO  or  over 
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if  single  or  if  married  and  not  living  with  husband  or  wife,  Return  by 
or  $2,000  or  over  if  married  and  living  with  husband  or  Joint 
wife,  or  (2)  if  the  net  income  of  such  estate  or  trust  is  Fiduciaries 
$1,000  or  over  or  if  any  beneficiary  of  such  estate  or  trust 
IS  a  nonresident  alien,  stating  specifically  the  items  of  the 
gross  income  and  the  deductions  and  credits  allowed  by  this 
title.    Under  such  regulations  as  the  Commisisoner  with  _ 
the  approval  of  the  Secretary  may  prescribe,  a  return  made 
bv  one  of  two  or  more  joint  fiduciaries  and  filed  in  the  of- 
fice of  the  collector  of  the  district  where  such  fiduciary  re- 
sides shall  be  a  sufficient  compliance  with  the  above  re- 
Quirement.  The  fiduciary  shall  make  oath  that  he  has  suffi-  Oath  of 
cient  knowledge  of  the  affairs  of  such  individual,  estate  or  Fiduciary 
trust  to  enable  him  to  make  the  return,  and  that  the  same 
is,  to  the  best  of  his  knowledge  and  belief,  true  and  correct. 

Fiduciaries  required  to  make  returns  under  this  Act  Provisions 
shall  be  subject  to  all  the  provisions  of  this  Act  which  Applicable  to 
apply  to  individuals.  Fiduciaries 

RETURNS  WHEN  ACCOUNTING  PERIOD 

CHANGED 

Sec.  226.    That  if  a  taxpayer,  with  the  approval  of  the  From  Fiscal 
Commissioner,  changes  the  basis  of  computing  net  income  to  Calendar 
from  fiscal  year  to  calendar  year  a  separate  return  shall  be  Year 
made  for  the  period  between  the  close  of  the  last  fiscal  year 
for  which  return  was  made  and  the  following  December  31. 
If  the  change  is  from  calendar  year  to  fiscal  year,  a  sep-  From  Calen- 
arate  return  shall  be  made  for  the  period  between  the  close  dar  to  Fiscal 
of  the  last  calendar  year  for  which  return  was  made  and  Year 
the  date  designated  as  the  close  of  the  fiscal  year.    If  the 
change  is  from  one  fiscal  year  to  another  fiscal  year  a  sep- 
arate return  shall  be  made  for  the  period  between  the  close  From  One 
of  the  former  fiscal  year  and  the  date  designated  as  the  Fiscal  Year 
close  of  the  new  fiscal  year.  If  a  taxpayer  making  his  first  to  Another 
return  for  income  tax  keeps  his  accounts  on  the  basis  of  a 
fiscal  year  he  shall  make  a  separate  return  for  the  period 
between  the  begininng  of  the  calendar  year  in  which  such 
fiscal  year  ends  and  the  end  of  such  fiscal  year. 

In  all  of  the  above  cases  the  net  income  shall  be  com-  Nrt  Income 
puted  on  the  basis  of  such  period  for  which  separate  return 
is  made,  and  the  tax  shall  be  paid  thereon  at  the  rate  for 
the  calendar  year  in  which  such  period  is  included ;  and  the  Rates  of 
credits  provided  in  subdivisions  (c)  and  (d)  of  section  216  Tax 
shall  be  reduced  respectively  to  amounts  which  bear  the 
same  ratio  to  the  full  credits  provided  in  such  subdivisions 
as  the  number  of  months  in  such  period  bears  to  twelve 
months. 

TIJVIE  AND  PLACE  FOR  FILING  RETURNS 

Sec.  227. (a)  That  returns  shall  be  made  on  or  before  the  Time 
fifteenth  day  of  the  third  month  following  the  close  of  the 
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fiscal  year,  or,  if  the  return  is  made  on  the  basis  of  the 
calendar  vear.  then  the  return  shall  be  made  on  or  before 
Extension  of  the  fifteenth  dav  of  March.   The  Commissioner  may  grant 
Time  a  reasonable  extension  of  time  for  filing  returns  whene^'er 

in  his  judgment  good  cause  exists  and  shall  keep  a  record 
of  every  such  extension  and  the  reason  therefor.  Except 
in  the  case  of  taxpayers  who  are  abroad,  no  such  exten- 
sion shall  be  for  more  than  six  months. 
Place  (b)  Returns  shall  be  made  to  the  collector  for  the  district 

irt  which  is  located  the  legal  residence  or  princioal  place  of 
business  of  the  person  making  the  return,  or,  if  he  has  no 
legal  residence  or  princioal  nlace  of  business  in  the  United 
States,  then  to  the  collector  at  Baltimore,  Maryland. 

UNDERSTATEMENT  IN  RETURNS 

Readjustment    Sec.  228.    That  if  the  collector  or  deputy  collector  has 

reason  to  believe  that  the  amount  of  any  income  return  is 
understated,  he  shall  give  due  notice  to  the  taxpayef  mak- 
ing the  return  to  show  cause  why  the  amount  of  the  return 
should  not  be  increased,  and  upon  proof  of  the  amount 
understated,  may  increase  the  same  accordingly.  Such 
taxpaver  may  furnish  sworn  testimony  to  prove  any  rele- 
vant facts,  and  if  dissatisfied  with  the  decision  of  the  col- 
lector mav  anneal  to  the  Commissioner  for  his  decision, 
under  such  rules  of  orocedure  as  mav  be  crescribed  by 
the  Commissioner  with  the  approval  of  the  Secretary. 
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TAX  ON  CORPORATIONS 

Sec.  230. (a)  That,  in  lieu  of  the  taxes  imposed  by  sec- 
tion 10  of  the  Revenue  Act  of  1916,  as  amended  by  the 
Revenue  Act  of  1917,  and  by  section  4  of  the  Revenue  Act 
of  1917,  there  shall  be  levied,  collected,  and  paid  for  each 
taxable  year  upon  the  net  income  of  every  corporation,  a 
tax  at  the  following  rates: 

(1)  For  the  calendar  year  1918,  12  per  centum^  of  the 
amount  of  the  net  income  in  excess  of  the  credits  pro- 
vided in  section  236;  and 

(2)  For  each  calendar  year  thereafter,  10  per  centum 
of  such  excess  amount. 

(b)  For  the  purposes  of  the  Act  aonroved  March  21,  1918, 
entitled  "An  Act  to  provide  for  the  operation  of  transnor- 
tation  systems  while  under  Federal  control,  for  the  just 
compensation  of  their  owners  and  for  other  purposes." 
five-sixths  of  the  tax  imposed  bv  pfirasraph  (1)  of  subdi- 
vision (a)  and  four-fifths  of  the  tax  imposed  by  naragraph 
(2)  of  subdivision  fa)  shall  be  tre^ited  as  levied  bv  an 
Act.  in  amendment  of  Title  I  of  the  Revenue  Act  of  1917. 
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CONDITIONAL  AND  OTHER  EXEMPTIONS 

Sec.  231.   That  the  following  organizations  shall  be  ex- 
empt from  taxation  under  this  title —  .     .        ^  ^ 

(1)  Labor,  agricultural,  or  horticultural  organizations;  Corporations 

(2)  Mutual  savings  banks  not  having-a  capital  stock  rep-  Exempt 

resented  by  shares; 

(3)  Fraternal  beneficiary  societies,  orders,  or  associa- 
tions, (a)  operating  under  the  lodge  system  or  for  the  ex- 
clusive benefit  of  the  members  .of  a  fraternity  itself  operat- 
ing under  the  lodge  system,  and  (b)  providing  for  the  pay- 
ment of  life,  sick,  accident,  or  other  benefits  to  the  mem- 
bers of  such  society,  order,  or  association  or  their  depend- 
cnts ' 

(4)  Domestic  building  and  loan  associations  and  coopera- 
tive banks  without  capital  stock  organized  and  operated 
for  mutual  purposes  and  without  profit; 

(5)  Cemetery  companies  owned  and  operated  exclusively 
for  the  benefit  of  their  members;  . 

(6)  Corporations  organized  and  operated  exclusively  for 
religious,  charitable,  scientific,  or  educational  purposes,  or 
for  the  prevention  of  cruelty  to  children  or  animals,  no 
part  of  the  net  earnings  of  which  inures  to  the  benefit  of 
any  private  stockholder  or  individual; 

(7)  Business  leagues,  chambers  of  commerce,  or  boards 
of  trade,  not  organized  for  profit  and  no  part  of  the  net 
earnings  of  which  inures  to  the  .  benefit  of  any  private 
stockholder  or  individual; 

(8)  Civil  leagues  or  organizations  not  organized  tor 
profit  but  operated  exclusively  for  the  promotion  of  social 
wclf  Ere  * 

(9)  dlubs  organized  and  operated  exclusively  for  pleas- 
ure, recreation,  and  other  nonprofitable  purposes,  no  part 
of  the  net  earnings  of  which  inures  to  the  benefit  of  any 
private  stockholder  or  member; 

(10)  Farmers'  or  other  mutual  hail,  cyclone,  or  fire  in- 
surance companies,  mutual  ditch  or  irrigation  companies, 
mutual  or  cooperative  telephone  companies,  or  like  organi- 
zations of  a  purely  local  character,  the  income  of  which 
consists  solely  of  assessments,  dues,  and  fees  collected 
from  members  for  the  sole  purpose  of  meeting  expenses; 

(11)  Farmers*,  fruit  growers',  or  like  associations,  or- 
ganized and  operated  as  sales  agents  for  the  purpose  of 
marketing  the  products  of  members  and  turning  back  to 
them  the  proceeds  of  sales,  less  the  necessary  selling  ex- 
penses, on  the  basis  of  the  quantity  of  produce  furnished 

by  them;  ,    .  . 

( 12)  Corporations  organized  for  the  exclusive  purpose  of 
holding  title  to  property,  collecting  income  therefrom,  and 
turning  over  the  entire  amount  thereof,  less  expense,  to  an 
organization  which  itself  is  exempt  from  the  tax  imposed 

by  this  title;  .     .  . 

(13)  Federal  land  banks  and  national  farm-loan  asso- 
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ciations  as  provided  in  section  26  of  the  Act  approved  July 
17,  1916,  entitled  "An  Act  to  provide  capital  for  agricul- 
tural development,  to  create  standard  forms  of  investment 
based  upon  farm  mortgage,  to  equalize  rates  of  interest 
upon  farm  loans,  to  furnish  a  market  for  United  States 
bonds,  to  create  Government  depositaries  and  financial 
agents  for  the  United  States,  and  for  other  purposes"; 
(14)  Personal  service  corporations. 

NET  INCOME  DEFINED 

Net  Sec.  232.    That  in  the  case  of  a  corporation  subject  to 

Income  of  the  tax  imposed  by  section  230  the  term  "net  income" 
Corporations  means  the  gross  income  as  defined  in  section  233  less  the 

deductions  allowed  by  section  234,  and  the  net  income  shall 
be  computed  on  the  same  basis  as  is  provided  in  sub- 
division (b)  of  section  212  or  in  section  226. 

GROSS  INCOME  DEFINED 

Gross  Sec.  233. (a)    That  in  the  case  of  a  corporation  subject 

income         to  the  tax  imposed  by  section  230  the  term  "gross  income" 

means  the  gross  income  as  defined  in  section  213,  except 

that : 

(1)  In  the  case  of  life  insurance  companies  there  shall 
not  be  included  in  gross  income  such  portion  of  any  actual 
premium  received  from  any  individual  policyholder  as  is 

Insurance  paid  back  or  credited  to  or  treated  as  an  abatement  of  pre- 
Companies    mium  of  such  policyholder  within  the  taxable  year. 

(2)  Mutual  marine  insurance  companies  shall  include  in 
gross  income  the  gross  premiums  collected  and  received 
by  them  less  amounts  paid  for  reinsurance. 

Foreign  (b)  In  the  case  of  a  foreign  corporation  gross  income 

Corporations  includes  only  the  gross  income  from  sources  within  the 

United  States,  including  the  interest  on  bonds,  notes,  or 
other  interest-bearing  obligations  of  residents,  corporate 
or  otherwise,  dividends  from  resident  corporations,  and 
including  all  amounts  received  (although  paid  under  a 
contract  for  the  sale  of  goods  or  otherwise)  representing 
profits  on  the  manufacture  and  disposition  of  goods  within 
the  United  States. 

DEDUCTIONS  ALLOWED 

Sec.  234.  (a)  That  in  computing  the  net  income  of  a  cor- 
poration subject  to  the  tax  imposed  by  section  230  there 
shall  be  allowed  as  deductions: 
Expenses         (1)  AH  the  ordinary  and  necessary  expenses  paid  or 

incurred  during  the  taxable  year  in  carrying  on  any  trade 
or  business,  including  a  reasonable  allowance  for  salaries 
or  other  compensation  for  personal  services  actually  ren- 
dered, and  including  rentals  or  other  payments  required 
to  be  made  as  a  condition  to  the  continued  use  or  posses- 
sion of  property  to  which  the  corporation  has  not  taken 
or  is  not  taking  title,  or  in  which  it  has  no  equity; 
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(2)  All  interest  paid  or  accrued  within  the  taxable  year  Interest 
on  its  indebtedness,  except  on  indebtedness  incurred  or 
continued  to  purchase  or  carry  obligations  or  securities 

(other  than  obligations  of  the  United  States  issued  after 
September  24,  1917),  the  interest  upon  which  is  wholly 
exempt  from  taxation  under  this  title  as  income  to  the  tax- 
payer, or,  in  the  case  of  a  foreign  corporation,  the  propor- 
tion of  such  interest  which  the  amount  of  its  gross  income 
from  sources  within  the  United  States  bears  to  the  amount 
of  its  gross  income  from  all  sources  within  and  without 

the  United  States;  .  ,  .     ^  •  rp 

(3)  Taxes  paid  or  accrued  within  the  taxable  year  im-  laxes, 
posed  (a)  by  the  authority  of  the  United  States,  except  in-  United 
come,  war-profits  and  excess-profits  taxes;  or  (b)  by  the  States  and 
authority  of  any  of  its  possessions,  except  the  amount  of  Possessions 
income,  war-profits  and  excess-profits  taxes  allowed  as  a 

credit  under  section  238;  or  (c)  by  the  authority  of  any 
State  or  Territory,  or  any  county,  school  district,  munici- 
pality, or  other  taxing  subdivision  of  any  State  or  Terri- 
tory, not  including  those  assessed  against  local  benefits  State  or 
of  a  kind  tending  to  increase  the  value  of  the  property  as-  Political 
sessed;  or  (d)  in  the  case  of  a  domestic  corporation,  by  Subdivision 
the  authority  of  any  foreign  country,  except  the  amount 
of  income,  war-profits  and  excess-profits  taxes  allowed  as  Foreign    .  , 
a  credit  under  section  238;  or  (e)  in  the  case  of  a  foreign  Country 
corporation,  by  the  authority  of  any  foreign  country  (ex- 
cept income,  war-profits  and  excess-profits  taxes,  and  taxes 
assessed  against  local  benefits  of  a  kind  tending  to  in- 
crease the  value  of  the  property  assessed),  upon  the  prop- 
erty or  business:    Provided,  That  in  the  case  of  obligors  "Tax-Free** 
specified  in  subdivision  (b)  of  section  221  no  deduction  for  Bonds 
the  payment  of  the  tax  imposed  by  this  title  or  any  other 
tax  paid  pursuant  to  the  contract  or  provision  referred  to 
in  that  subdivision,  shall  be  allowed; 

(4)  Losses  sustained  during  the  taxable  year  and  not  Losses 
compensated  for  by  insurance  or  otherwise; 

(5)  Debts  ascertained  to  be  worthless  and  charged  ofif  Bad  Debts 
within  the  taxable  year; 

(6)  Amounts  received  as  dividends  from  a  corporation  Dividends 
which  is  taxable  under  this  title  upon  its  net  income,  and 
amounts  received  as  dividends  from  a  personal  service 
corporation  out  of  earnings  or  profits  upon  which  income 

tax  has  been  imposed  by  Act  of  Congress; 

(7)  A  reasonable  allowance  for  the  exhaustion,  wear  Depreciation 
and  tear  of  property  used  in  the  trade  or  business,  in- 
cluding a  reasonable  allowance  for  obsolescence; 

(8)  In  the  case  of  buildings,  machinery,  equipment,  or  Amortization 
other  facilities,  constructed,  erected,  installed,  or  acquired, 

on  or  after  April  6,  1917,  for  the  production  of  articles  con- 
tributing to  the  prosecution  of  the  present  war,  and  in  the 
case  of  vesels  constructed  or  acquired  on  or  after  such  date 
for  the  transportation  of  articles  or  men  contributing  to  the 
prosecution  of  the  present  war,  there  shall  be  allowed  a 
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reasonable  deduction  for  the  amortization  of  such  part  of 
the  cost  of  such  facilities  or  vessels  as  has  been  borne  by 
the  taxpayer,  but  not  again  including  any  amount  other- 
wise allowed  under  this  title  or  previous  acts  of  Congress 
as  a  deduction  in  computing  net  income.  At  any  time 
within  three  years  after  the  termination  of  the  present 
war  the  Commissioner  may,  and  at  the  request  of  the  tax- 
payer, shall  reexamine  the  return,  and  if  he  then  finds  as 
a  result  of  an  appraisal  or  from  other  evidence  that  the 
deduction  originally  allowed  was  incorrect,  the  taxes  im- 
posed by  this  title  and  by  Title  III  for  the  year  or  years 
affected  shall  be  redetermined;  and  the  amount  of  tax  due 
upon  such  redetermination,  if  any,  shall  be  paid  upon  no- 
tice and  demand  by  the  collector,  or  the  amount  of  tax 
overpaid,  if  any,  shall  be  credited  or  refunded  to  the  tax- 
payer in  accordance  with  the  provisions  of  section  252; 

(9)  In  the  case  of  mines,  oil  and  gas  wells,  other  natural 
deposits,  and  timber,  a  reasonable  allowance  for  depletion 
and  for  depreciation  of  improvements,  according  to  the 
peculiar  conditions  in  each  case,  based  upon  cost  including 
cost  of  development  not  otherwise  deducted:  Provided, 
That  in  the  case  of  such  properties  acquired  prior  to  March 
1.  1913,  the  fair  market  value  of  the  property  (or  the  tax- 
payer's interest  therein)  on  that  date  shall  be  taken  in 
lieu  of  cost  up  to  that  date:  Provided  further.  That  in  the 
case  of  mines,  oil  and  gas  wells,  discovered  by  the  tax- 
payer, on  or  after  March  1,  1913,  and  not  acquired  as  the 
result  of  purchase  of  a  proven  tract  or  lease,  where  the 
fair  market  value  of  the  property  is  materially  dispropor- 
tionate to  the  cost,  the  depletion  allowance  shall  be  based 
upon  the  fair  market  value  of  the  property  at  the  date  of 
the  discovery,  or  within  thirty  days  thereafter;  such  rea- 
sonable allowance  in  all  the  above  cases  to  be  made  under 
rules  and  regulations  to  be  prescribed  by  the  Commis- 
sioner with  the  approval  of  the  Secretary.  In  the  case  of 
leases  the  deductions  allowed  by  this  paragraph  shall  be 
equitably  apportioned  between  the  lessor  and  lessee; 

(10)  In  the  case  of  insurance  companies,  in  addition  to 
the  above:  (a)  The  net  addition  required  by  law  to  be 
made  within  the  taxable  year  to  reserve  funds  (including 
in  the  case  of  assessment  insurance  companies  the  actual 
deposit  of  sums  with  State  or  Territorial  officers  pursuant 
to  law  as  additions  to  guarantee  or  reserve  funds) ;  and 
(b)  the  sums  other  than  dividends  paid  within  the  taxable 
year  on  policy  and  annuity  contracts; 

(11)  In  the  case  of  corporations  issuing  policies  covering 
life,  health,  and  accident  insurance  combined  in  one  policy 
issued  on  the  weekly  premium  payment  plan  continuing 
for  life  and  not  subject  to  cancellation,  in  addition  to  the 
above,  such  portion  of  the  net  addition  (not  required  by 
law)  made  within  the  taxable  year  to  reserve  funds  as 
the  Commissioner  finds  to  be  required  for  the  protection 
of  the  holders  of  such  policies  only; 
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(12)  In  the  case  of  mutual  marine  insurance  companies,  Mutual 
there  shall  be  allowed,  in  addition  to  the  deductions  al-  Marine 
lowed  in  paragraphs  (1)  to  (10),  inclusive,  amounts  repaid  Insurance 
to  policyholders  on  account  of  premiums  previously  paid  Companies 
by  them,  and  interest  paid  upon  such  amounts  between 

the  ascertainment  and  the  payment  thereof;  *  , 

(13)  In  the  case  of  mutual  insurance  companies  (other  Mutual 
than  mutual  life  or  mutual  marine  insurance  companies)  Insurance 
requiring  their  members  to  make  premium  deposits  to  pro-  Companies 
vide  for  losses  and  expenses,  there  shall  be  allowed,  in  addi- 
tion to  the  deductions  allowed  in  paragraphs  (1)  to  (10),  in- 
clusive, (unless  otherwise  allowed  under  such  paragraphs) 

the  amount  of  premium  deposits  returned  to  their  policy- 
holders and  the  amount  of  premium  deposits  retained  for 
the  payment  of  losses,  expenses,  and  reinsurance  reserves ; 

(14)  (a)  At  the  time  of  filing  return  for  the  taxable  year  Claim  in 
1918  a  taxpayer  may  file  a  claim  in  abatement  based  on  the  Abatement 
fact  that  he  has  sustained  a  substantial  loss  ( whether  or  for  Inven- 
not  actually  realized  by  sale  or  other  disposition)  resulting  tory  and 
from  any  material  reduction  (not  due  to  temporary  flue-  Contract 
tuation)  of  the  value  of  the  inventory  for  such  taxable  Losses  Dur- 
year,  or  from  the  actual  payment  after  the  close  of  such  ing 
taxable  year  of  rebates  in  pursuance  of  contracts  entered 

into  during  such  year  upon  sales  made  during  such  year. 
In  such  case  payment  of  the  amount  of  the  tax  covered  by 
such  claim  shall  not  be  reouired  until  the  claim  is  decided, 
but  the  taxpayer  shall  accompany  his  claim  with  a  bond 
in  double  the  amount  of  the  tax  covered  by  the  claim,  with 
sureties  satisfactory  to  the  Commissioner,  conditioned  for 
the  payment  of  any  part  of  such  tax  foundTto  be  due,  with 
interest.    If  any  part  of  such  claim  is  disallowed  then  the  Disaliow- 
remainder  of  the  tax  due  shall  on  notice  and  demand  by  the  ance  of 
collector  be  paid  by  the  taxpayer  with  interest  at  the  rate  Claim 
of  1  per  centum  per  month  from  the  time  the  tax  would 
haye  been  due  had  no  such  claim  been  filed.  If  it  is  shown 
to  the  satisfaction  of  the  Commisisoner  that  such  substan- 
tial loss  has  been  sustained,  then  in  computing  the  taxes 
imposed  by  this  title  and  by  Title  III  the  amount  of  such 
loss  shall  be  deducted  from  the  net  income,    (b)  If  no 
such  claim  is  filed,  but  it  is  shown  to  the  satisfaction  of  ^ 
the  Commissioner  that  during  the  taxable  year  1919  the  Claim 
taxpayer  has  sustained  a  substantial  loss  of  the  character  Not  Filed 
above  described  then  the  amount  of  such  loss  shall  be 
deducted  from  the  net  income  for  the  taxable  year  1918 
and  the  taxes  imDosed  by  this  title  and  by  Title  III  for 
sTich  year  shall  be  redetermined  accordingly.    Any  amount 
found  to  be  due  to  the  taxpayer  upon  the  basis  of  such 
redetermination  shall  be  credited  or  refunded  to  the  tax- 
raver  in  accordance  with  the  provisions  of  section  252. 

^b^  In  the  case  of  a  foreign  corporation  the  deductions  Deductions 
allowed  in  subdivision  (a),  exceot  those  allowed  in  para-  Allowed 
praph  (2)  and  in  clauses  (a),  (h).  and  (c)  of  paragraph  Foreign 
(3),  shall  be  allowed  onlv  if  and  to  the  extent  that  they  Corporation 
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are  connected  with  income  arising  from  a  source  within 
the  United  States;  and  the  proper  apportionment  and  al- 
location of  the  deductions  with  respect  to  sources  of  in- 
come within  and  without  the  United  States  shall  be  de- 
termined under  rules  and  regulations  prescribed  by  the 
Commissioner  with  the  approval  of  the  Secretary. 

ITEMS  NOT  DEDUCTIBLE 

Sec.  235.  That  in  computing  net  income  no  deduction 
shall  in  any  case  be  allowed  in  respect  of  any  of  the  items 

specified  in  section  215. 

CREDITS  ALLOWED 

Sec.  236.  That  for  the  purpose  only  of  the  tax  imposed 
by  section  230  there  shall  be  allowed  the  following  credits: 

(a)  The  amount  received  as  interest  upon  obligations  of 
the  United  States  and  bonds  issued  by  the  War  Finance 
Corporation,  which  is  included  in  gross  income  under 
section  233; 

(b)  The  amount  of  any  taxes  imposed  by  Title  III  for 
the  same  taxable  year:  Provided,  That  in  the  case  of  a 
corporation  which  makes  return  for  a  fiscal  year  beginning 
in  1917  and  ending  in  1918,  in  computing  the  tax  as  pro- 
vided in  subdivision  (a)  of  section  205,  the  tax  computed 
for  the  entire  period  under  Title  II  of  the  Revenue  Act  of 
1917  shall  be  credited  against  the  net  income  computed 
for  the  entire  period  under  Title  1  of  the  Revenue  Act  of 
1916  as  amended  by  the  Revenue  Act  of  1917  and  under 
Title  I  of  the  Revenue  Act  of  1917,  and  the  tax  computed 
for  the  entire  period  under  Title  III  of  this  Act  at  the 
rates  prescribed  for  the  calendar  year  1918  shall  be  cred- 
ited against  the  net  income  computed  for  the  entire  period 
under  this  title:  and 

(c)  In  the  case  of  a  domestic  corporation,  $2,000. 


Foreign 
Corporations 


PAYMENT  OF  TAX  AT  SOURCE 

Sec.  237.  That  in  the  case  of  foreign  corporations  sub- 
iect  to  taxation  under  this  title  not  engaged  in  trade  or 
business  within  the  United  States  and  not  having  any  of- 
fice or  place  of  business  therein,  there  shall  be  deducted 
and  withheld  at  the  source  in  the  same  manner  and  uoon 
the  same  items  of  income  as  is  provided  in  section  221  a 
tax  equal  to  10  oer  centum  thereof,  and  such  tax  shall  be 
returned  and  paid  in  the  same  manner  and  .subject  to  the 
same  conditions  as  provided  in  that  section:  Provided, 
That  in  the  case  of  interest  described  in  subdivision  (b) 
of  that  section  the  deduction  and  withholding  shall  be  at 
the  rate  of  2  per  centum. 

CREDIT  FOR  TAXES 
Sec.  238.  (a)  That  in  the  case  of  a  domestic  corporation 
the  total  taxes  imposed  for  the  taxable  year  by  this  title 
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and  by  Title  III  shall  be  credited  with  the  amount  of  any  Paid 
income,  war-profits  and  excess-profits  taxes  paid  during  Foreisn 
the  taxable  year  to  any  foreign  country,  upon  income  de-  Coantry 
rived  from  sources  therein,  or  to  any  possession  of  the 

United  States.  . 

If  accrued  taxes  when  paid  differ  from  the  amounts 
claimed  as  credits  by  the  corporation,  or  if  any  tax  paid  is 
refunded  in  whole  or  in  part,  the  corporation  shall  at  once 
notify  the  Commissioner  who  shall  redetermine  the  amount 
of  the  taxes  due  under  this  title  and  under  Title  III  for  the 
year  or  years  affected,  and  the  amount  of  taxes  due  upon 
such  redetermination,  if  any,  shall  be  paid  by  the  corpora- 
tion upon  notice  and  demand  by  the  collector,  or  the 
amount  of  taxes  overpaid,  if  any,  shall  be  credited  or  re- 
funded to  the  corporation  in  accordance  with  the  provisions 
of  section  252.  In  the  case  of  such  a  tax  accrued  but  not 
paid,  the  Commissioner  as  a  condition  precedent  to  the 
allowance  of  this  credit  may  require  the  corporation  to  give 
a  bond  with  sureties  satisfactory  to  and  to  be  approved 
by  him  in  such  penal  sum  as  he  may  require,  conditioned 
for  the  payment  by  the  taxpayer  of  any  amount  of  taxes 
found  due  upon  any  such  redetermination;  and  the  bond 
herein  prescribed  shall  contain  such  further  conditions  as 
the  Commissioner  may  require. 

(b)  This  credit  shall  be  allowed  only  if  the  taxpayer  Evidence  of 
furnishes  evidence  satisfactory  to  the  Commissioner  show-  Payment 
ing  the  amount  of  income  derived  from  sources  within 

such  foreign  country  or  such  possession  of  the  United 
States,  as  the  case  may  be,  and  all  other  information 
necessary  for  the  computation  of  such  credit. 

(c)  If  a  domestic  corporation  makes  a  return  for  a  fiscal  Fis^l  Year 
year  beginning  in  1917  and  ending  in  1918,  only  that  pro-  1917-1918 
portion  of  this  credit  shall  be  allowed  which  the  part  of 

such  period  within  the  calendar  year  1918  bears  to  the 
entire  period. 

CORPORATION  RETURNS 
Sec.  239.    That  every  corporation  subject  to  taxation  When 
under  this  title  and  every  personal  service  corporation  shall  Requirefl 
make  a  return,  stating  specifically  the  items  of  its  gross 
income  and  the  deductions  and  credits  allowed  by  this  title. 
The  return  shall  be  sworn  to  by  the  president,  vice  pres-  Execution 
ident,  or  other  principal  officer  and  by  the  treasurer  or 
assistant  treasurer.  If  any  foreign  corporation  has  no  office 
or  place  of  business  in  the  United  States  but  has  an  agent 
in  the  United  States,  the  return  shall  be  made  by  the  agent. 
In  cases  where  receivers,  trustees  in  bankruptcy,  or  as-  RecMvers, 
signees  are  operating  the  property  or  business  of  corpora-  ate 
tions,  such  receivers,  trustees,  or  assignees  shall  make  re- 
turns for  such  corporations  in  the  same  manner  and  form 
as  corporations  are  reauired  to  make  returns.    Any  tax 
due  on  the  basis  of  such  returns  made  bv  receivers,  trus- 
tees,  or  assignees  shall  be  collected  in  the  same  manner  Collection 
as  if  collected  from  the  corporations  of  whose  business  of  Tax 
or  property  they  have  custodv  and  control. 
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Returns  made  under  this  section  shall  be  subject  to  the 
provisions  of  sections  226  and  228. 

When  return  is  made  under  section  226  the  credit  pro- 
vided in  subdivision  (c)  of  section  236  shall  be  reduced 
to  an  amount  which  bears  the  same  ratio  to  the  full  credit 
therein  provided  as  the  number  of  months  in  the  period 
for  which  such  return  is  made  bears  to  twelve  months. 
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CONSOLIDATED  RETURNS 

Sec.  240. (a)  That  corporations  which  are  affiliated  with- 
in the  meaning  of  this  section  shall,  under  regulations  to 
be  prescribed  bv  the  Commissioner  with  the  approval  of 
the  Secretary,  make  a  consolidated  return  of  net  income 
and  invested  capital  for  the  purposes  of  this  title  and  Title 
III,  and  the  taxes  thereunder  shall  be  comouted  and  de- 
termined upon  the  basis  of  such  return:  Provided.  That 
there  shall  be  taken  out  of  such  consolidated  net  income 
and  invested  canital.  the  net  income  and  invested  capital 
of  any  such  affiliated  corporation  organized  after  August 
1,  1914,  and  not  successor  to  a  then  existing  business,  50 
per  centum  or  more  of  whose  gross  income  consists  of 
gains,  profits,  commissions,  or  other  income,  derived  from 
a  Government  contract  or  contracts  made  between  April  6, 
1917,  and  November  11,  1918,  both  dates  inclusive.  In 
such  case  the  corporation  so  taken  out  shall  be  separately 
assessed  on  the  basis  of  its  own  invested  capital  and  net 
income  and  the  remainder  of  such  affiliated  group  shall  be 
assessed  on  the  basis  of  the  remaining  consolidated  in- 
vested capital  and  net  income. 

In  anv  case  in  which  a  tax  is  assessed  upon  the  basis  of 
a  consolidated  return,  the  total  tax  shall  be  computed  in 
the  first  instance  as  a  unit  and  shall  then  be  assessed  upon 
the  respective  affiliated  corporations  in  such  proportions  as 
mav  be  agreed  uoon  among  them.  or.  in  the  absence  of  any 
such  aereement,  then  on  the  basis  of  the  net  income  prop- 
erly assignable  to  each.  There  shall  be  allowed  incom- 
puting  the  income  tax  only  one  specific  credit  of  $2,000  fas 
provided  in  section  236):  in  comouting  the  war-profits 
credit  Cas  provided  in  section  311)  only  one  specific  exemo- 
tion  of  $3,000:  and  in  comouting  the  excess-profits  credit 
(as  orovided  in  section  312)  only  one  specific  exemption 
of  5;3.000. 

(b)  For  the  purpose  of  this  section  two  or  more  domes- 
tic corporations  shall  be  deemed  to  be  affiliated  (1)  if 
one  corporation  owns  directly  or  controls  through  closely 
affiliated  interests  or  by  a  nominee  or  nominees  substan- 
tially all  the  stock  of  the  other  or  others,  or  (2)  if  sub- 
stantially all  the  stock  of  two  or  more  corporations  is 
owned  or  controlled  by  the  same  interests. 

(c)  For  the  purposes  of  section  238  a  domestic  corpora- 
tion which  own?  a  maioritv  of  the  voting  stock  of  a  foreign 
corporation  shall  be  deemed  to  have  paid  the  same  propor- 
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tion  of  any  income,  war-profits  and  excess-profits  taxes  Credit  for 
oaW  (but  not  including  taxes  accrued)  by  such  foreign  Taxes 
Sorporation  during  the  taxable  year  to  any  foreign  country 
or  to  anv  possession  of  the  United  States  upon  income  de- 
rived from  sources  without  the  United  States,  which  the 
amount  of  any  dividends  (not  deductible  undsr  section  234) 
received  by  such  domestic  corporation  from  such  foreign 
corporation  during  the  taxable  year  bears  to  the  total  tax- 
able income  of  such  foreign  corporation  upon  or  with  re- 
spect to  which  such  taxes  were  paid:  Provided,  That  in 
no  such  case  shall  the  amount  of  the  credit  for  such  taxes 
exceed  the  amount  of  such  dividends  (not  deductible  un- 
der section  234)  received  by  such  domestic  corporation 
during  the  taxable  year. 

TIME  AND  PLACE  FOR  FILING  RETURNS 

Sec  241  (a)  That  returns  of  corporations  shall  be  made  Time 
at  the  same  time  as  is  provided  in  subdivision  (a)  of  sec- 

^Tb)  Returns  shall  be  made  to  the  collector  of  the  district  Place 
in  which  is  located  the  principal  place  of  business  or  prin- 
cipal office  or  agency  of  the  corporation,  or,  if  it  ha_s  no 
principal  place  of  business  or  principal  office  or  agency  in 
the  United  States,  then  to  the  collector  at  Baltimore, 
Maryland. 

PART  IV.— ADMINISTRATIVE  PROVISIONS 

PAYMENT  OF  TAXES 

Sec.  250. (a)  That  except  as  otherwise  provided  in  this  Payments  in 
section  and  sections  221  and  237  the  tax  shall  be  paid  in  InstaUments 
four  installments,  each  consisting  of  one-fourth  of  the  total 
amount  of  the  tax.   The  first  installment  shall  be  paid  at  Interest 
the  time  fixed  by  law  for  filing  the  return,  and  the  second  When  Time 
installment  shall  be  paid  on  the  fifteenth  day  of  the  third  for  Filing 
month,  the  third  installment  on  the  fifteenth  day  of  the  Return  is 
sixth  month,  and  the  fourth  installment  on  the  fifteenth  Extended 
day  of  the  ninth  month,  after  the  time  fixed  by  law  for 
filing  the  return.  Where  an  extension  of  time  for  filing  a 
return  is  granted  the  time  for  payment  of  the  first  install-  Failure 
ment  shall  be  postponed  until  the  date  of  the  expiration  of  to  Pay 
the  period  of  the  extension,  but  the  time  for  payment  of  InstaUment 
the  other  installments  shall  not  be  postponed  unless  the 
Commissioner  so  provides  in  granting  the  extension,  in 
any  case  in  which  the  time  for  the  payment  of  any  install- 
ment is  at  the  request  of  the  taxpayer  ihus  postponed, 
there  shall  be  added  as  part  of  such  installment  interest 
thereon  at  the  rate  of  ^  of  1  per  centum  per  month  from 
the  time  it  would  have  been  due  if  no  extension  had  been 
granted,  until  paid.    If  any  installment  is  not  paid  when 
due,  the  whole  amount  of  the  tax  shall  become  due  and 
payable  upon  notice  and  demand  by  the  collector. 
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The  tax  may  at  the  option  of  the  taxpayer  be  paid  in  a 
single  payment  instead  of  in  installments,  in  which  case 
the  total  amount  shall  be  paid  on  or  before  the  time  fixed 
by  law  for  filing  the  return,  or,  where  an  extension  of 
time  for  filing  the  return  has  been  granted,  on  or  before 
the  expiration  of  the  period  of  such  extension. 

(b)  As  soon  as  practicable  after  the  return  is  filed,  the 
Commissioner  shall  examine  it.  If  it  then  appears  that 
the  correct  amount  of  the  tax  is  greater  or  less  than  that 
shown  in  the  return,  the  installments  shall  be  recomputed. 
If  the  amount  already  paid  exceeds  that  which  should  have 
been  paid  on  the  basis  of  the  installments  as  recomputed, 
the  excess  so  paid  shall  be  credited  against  the  subse- 
quent installments;  and  if  the  amount  already  paid  ex- 
ceeds the  correct  amount  of  the  tax,  the  excess  shall  be 
credited  or  refunded  to  the  taxpayer  in  accordance  with 
the  provisions  of  section  252.  .    ,    % . 

If  the  amount  already  paid  is  less  than  that  which  should 
have  been  paid,  the  difference  shall,  to  the  extent  not  cov- 
ered by  any  credits  then  due  to  the  taxpayer  under  section 
252,  be  paid  upon  notice  and  demand  by  the  collector.  In 
such  case  if  the  return  is  made  in  good  faith  and  the  un- 
derstatement of  the  amount  in  the  return  is  not  due  to  any 
fault  of  the  taxpayer,  there  shall  be  no  penalty  because 
of  such  understatement.  If  the  understatement  is  due  to 
negligence  on  the  part  of  the  taxpayer,  but  without  intent 
to  defraud,  there  shall  be  added  as  part  of  the  tax  5  per 
centum  of  the  total  amount  of  the  deficiency,  plus  interest 
at  the  rate  of  1  per  centum  per  month  on  the  amount  of 
the  deficiency  of  each  installment  from  the  time  the  in- 
stallment was  due.  .  ^  * 

If  the  understatement  is  false  or  fraudulent  with  intent 
to  evade  the  tax,  then,  in  lieu  of  the  penalty  provided  by 
section  3176  of  the  Revised  Statutes,  as  amended,  for  false 
or  fraudulent  returns  wilfully  made,  but  in  addition  to 
other  peanlties  provided  by  law  for  false  or  fraudulent 
returns,  there  shall  be  added  as  part  of  the  tax  50  per 
centum  of  the  amount  of  the  deficiency. 

(c)  If  the  return  is  made  pursuant  to  section  3176  of 
the  Revised  Statutes  as  amended,  the  amount  of  tax  de- 
termined to  be  due  under  such  return  shall  be  paid  upon 
notice  and  demand  bv  the  collector. 

(d)  Except  in  the  case  of  false  or  fraudulent  returns  with 
intent  to  evade  the  tax,  the  amount  of  tax  due  under  any 
return  shall  be  determined  and  assessed  by  the  Commis- 
sioner within  five  years  after  the  return  was  due  or  was 
made,  and  no  suit  or  proceeding  for  the  collection  of  any 
tax  shall  be  begun  after  the  expiration  of  five  years  after 
the  date  when  the  return  was  due  or  was  made.  In  the  case 
of  such  false  or  fraudulent  returns,  the  amount  of  tax  due 
may  be  determined  at  any  time  after  the  return  is  filed, 
and  the  tax  may  be  collected  ,at  any  time  after  it  be- 
comes due. 
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(e)  If  any  tax  remains  unpaid  after  the  date  when  it  is 
due,  and  for  ten  days  after  notice  and  demand  by  the  col- 
lector, then,  except  in  the  case  of  estates  of  insane,  de- 
ceased, or  insolvent  persons,  there  shall  be  added  as  part 

of  the  tax  the  sum  of  5  per  centum  on  the  amount  due  but  Interest  on 
unpaid,  plus  interest  at  the  rate  of  1  per  centum  per  Unpaid  Tax 
month  upon  such  amount  from  the  time  it  became  due: 
Provided,  That  as  to  any  such  amount  which  is  the  subject 
of  a  bona  fide  claim  for  abatement  such  sum  of  5  per 
centum  shall  not  be  added  and  the  interest  from  the  time 
the  amount  was  due  until  the  claim  is  decided  shall  be  at 
the  rate  of  }4  of  1  per  centum  per  month. 

In  the  case  of  the  first  installment  provided  for  in  sub-  Notice  of 
division  (a)  the  instructions  printed  on  the  return  shall  First 
be  deemed  sufficient  notice  of  the  date  when  the  tax  is  due  Installment 
and  sufficient  demand,  and  the  taxpayer's  computation  of 
the  tax  on  the  return  shall  be  deemed  sufficient  notice  of 
the  amount  due. 

(f)  In  any  case  in  which  in  order  to  enforce  payment  of  Fee  for 
a  tax  it  is  necessary  for  a  collector  to  cause  a  warrant  of  Warrant 

distraint  to  be  served,  there  shall  also  bemadded  as  part 

"of  the  tax  the  sum  of  $5.  .  _x 

(g)  If  the  Commissioner  finds  that  a  taxpayer  designs  Departure 
quickly  to  depart  from  the  United  States  or  to  remove  his  or  Removal 
property  therefrom,  or  to  conceal  himself  or  his  property  from  U.  S. 
therein,  or  to  do  any  other  act  tending  to  prejudice  or  to 

render  wholly  or  partly  ineffectual  proceedings  to  collect  Concealment 
the  tax  for  the  taxable  year  then  last  past  or  the  taxable  oi  P«esoB 
year  then  current  unless  such  proceedings  be  brought  with-  or  Vroperty 
out  delay,  the  Commissioner  shall  declare  the  taxable 
period  for  such  taxpayer  terminated  at  the  end  of  the  cal- 
endar month  then  last  past  and  shall  cause  notice  of  such 
finding  and  declaration  to  be  given  the  taxpayer,  together 
with  a  demand  for  immediate  payment  of  the  tax  for  the 
taxable  period  so  declared  terminated  and  of  the  tax  for 
the  preceding  taxable  year  or  so  much  of  said  tax  as  is 
unpaid,  whether  or  not  the  time  otherwise  allowed  by  law 
for  filing  return  and  paying  the  tax  has  expired;  and  such 
taxes  shall  thereupon  become  immediately  due  and  payable. 
In  any  action  or  suit  brought  to  enforce  payment  of  taxes 
made  due  and  payable  by  virtue  of  the  provisions  of  this 
subdivision  the  finding  of  the  Commissioner,  made  as 
herein  provided,  whether  made  after  notice  to  the  tax- 
payer or  not,  shall  be  for  all  purposes  presumptive  evi-  Security  fwr 
dence  of  the  taxpayer's  design.    A  taxpayer  who  is  not  in  Payment 
default  in  making  any  return  or  paying  income,  war-  of  Tax 
profits,  or  excess-profits  tax  under  any  Act  of  Congress 
may  furnish  to  the  United  States,  under  regulations  to  be 
nrescribed  by  the  Commissioner  with  the  approval  of  the 
Secretary,  security  approved  by  the  Commissioner  that  he 
will  duly  make  the  return  next  thereafter  required  to  be 
filed  and  pay  the  tax  next  thereafter  required  to  be  paid.  The 
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Commissioner  may  approve  and  accept  in  like  manner  se- 
curity for  return  and  payment  of  taxes  made  due  and 
payable  by  virtue  of  the  provisions  of  this  subdivision, 
provided  the  taxpayer  has  paid  in  full  all  other  income, 
war-profits,  or  excess-profits  taxes  due  from  him  under 
any  Act  of  Congress.  If  security  is  approved  and  accepted 
pursuant  to  the  provisions  of  this  subdivision  and  such 
further  or  other  security  with  respect  to  the  tax  or  taxes 
covered  thereby  is  given  as  the  Commissioner  shall  from 
time  to  time  find  necessary  and  require,  payment  of  such 
taxes  shall  not  be  enforced  by  any  proceedings  under  the 
provisions  of  this  subdivision  prior  to  the  expiration  of  the 
time  otherwise  allowed  for  paying  such  respective  taxes. 

RECEIPTS  FOR  TAXES 

Sec.  251.  That  every  collector  to  whom  any  payment  of 
any  tax  is  made  under  the  provisions  of  this  title  shall 
upon  request  give  to  the  person  making  such  payment  a 
full  written  or  printed  receipt,  stating  the  amount  paid 
and  the  particular  account  for  which  such  payment  was 
made;  and  whenever  any  debtor  pays  taxes  on  account  of 
payments  made  or  to  be  made  by  him  to  separate  cred- 
itors the  collector  shall,  if  requested  by  such  debtor,  give 
a  separate  receipt  for  the  tax  paid  on  account  of  each 
creditor  in  such  form  that  the  debtor  can  conveniently 
produce  such  receipts  separately  to  his  several  creditors  m 
satisfaction  of  their  respective  demands  up  to  the  amounts 
stated  in  the  receipts;  and  such  receipt  shall  be  sufficient 
evidence  in  favor  of  such  debtor  to  justify  him  in  with- 
holding from  his  next  payment  to  his  creditor  the  amount 
therein  stated;  but  the  creditor  may,  upon  giving  to  his 
debtor  a  full  written  receipt  acknowledging  the  payment 
to  him  of  any  sum  actually  paid  and  accepting  the 
amount  of  tax  paid  as  aforesaid  (specifying  the  same)  as 
a  further  satisfaction  of  the  debt  to  that  amount,  require 
the  surrender  to  him  of  such  collector's  receipt. 

REFUNDS 

Sec.  252.  That  if,  upon  examination  of  any  return  of 
income  made  pursuant  to  this  Act,  the  Act  of  August  5, 
1909,  entitled  "An  Act  to  provide  revenue,  equalize  duties, 
and  encourage  the  industries  of  the  United  States,  and  for 
other  purposes,"  the  Act  of  October  3,  1913,  entitled  An 
Act  to  reduce  tariff  duties  and  to  provide  revenue  for  the 
Government,  and  for  other  purposes,"  the  Revenue  Act  of 
1916,  as  amended,  or  the  Revenue  Act  of  1917,  it  appears 
that  an  amount  of  income,  war-profits  or  excess-prohts  tax 
has  been  paid  in  excess  of  that  properly  due,  then,  not- 
withstanding the  provisions  of  section  3228  of  the  Revised 
Statutes,  the  amount  of  the  excess  shall  be  credited  against 
any  income,  war-profits  or  excess-profits  taxes,  or  install- 
ment thereof,  then  due  from  the  taxpayer  under  any  other 
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return  and  any  balance  of  such  excess  shall  be  imme-  Lmutatioii 
diatelv  refunded  to  the  taxpayer:   Provided,  That  no  such  of  Time 
credit  or  refund  shall  be  allowed  or  made  after  five  years  for  Making 
from  the  date  when  the  return  was  due,  unless  before  Claim 
the  expiration  of  such  five  years  a  claim  therefor  is 
filed  by  the  taxpayer. 

PENALTIES 

Sec  253.  That  any  individual,  corporation,  or  partner- 
ship required  under  this  title  to  pay  or  collect  any  tax,  to 
make  a  return  or  to  supply  information,  who  fails  to  pay  or 
collect  such  tax,  to  make  such  return,  or  to  supply  such  in- 
formation at  the  time  or  times  required  under  this  title, 
shall  be  liable  to  a  penalty  of  not  more  than  $1,000.  Any 
individual,  corporation,  or  partnership,  or  any  officer  or  em- 
ployee of  any  corporation  or  member  or  employee  oi  a 
partnership,  who  wilfully  refuses  to  pay  or  collect  such  tax, 
to  make  such  return,  or  to  supply  such  information  at  the 
time  or  times  required  under  this  title,  or  who  wilfully  at- 
tempts in  any  manner  to  defeat  or  evade  the  tax  imposed  by 
this  title,  shall  be  guilty  of  a  misdemeanor  and  shall  be  fined 
not  more  than  $10,000  or  imprisoned  for  not  more  than 
one  year,  or  both,  together  with  the  costs  of  prosecution. 

RETURNS  OF  PAYMENTS  OF  DIVIDENDS 

Sec  254    That  every  corporation  subject  to  the  tax  im-  Dividends 
posed  by  this  title  and  every  personal  service  corporation  P«a  t© 
shall,  when  required  by  the  Commissioner,  render  a  cor-  Stoekholdere 

rect  return  duly  verified  under  oath,  of  its  payments  of 
dividends,  stating  the  name  and  address  of  each  stock- 
holder, the  number  of  shares^  owned  by  him,  and  the 
amount  of  dividends  paid  to  him. 

RETURNS  OF  BROKERS 

Sec.  255.  That  every  individual,  corporation,  or  part- 
nership doing  business  as  a  broker  shall,  when  required  by 
the  Commissioner,  render  a  correct  return  duly  verified  un- 
der  oath,  under  such  rules  and  regulations  as  the  Com-  Prohts  ot 
missioner,  with  the  approval  of  the  Secretary,  may  pre-  Customers 
scribe,  showing  the  names  of  customers  for  whom  such 
individual,  corporation,  or  partnership  has  transacted  any 
business,  with  such  details  as  to  the  profits,  losses,  or  other 
information  which  the  Commissioner  may  require,  as  to 
each  of  such  customers,  as  will  enable  the  Commissioner 
to  determine  whether  all  income  tax  due  on  profits  or 
gains  of  such  customers  has  been  paid. 

Miscellane- 

INFORMATION  AT  SOURCE  ous  Income 

Sec.  256.    That  all  individuals,  corporations,  and  part-  ^,or  at  fhe 

nerships,  in  whatever  capacity  acting,  including  lessees  or  R»e  of 
mortgagors  of  real  or  personal  property,  fiduciaries,  and 
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employers,  making  payment  to  another  individual,  corpo- 
ration, or  partnership,  of  interest,  rent,  salaries,  wages, 
premiums,  annuities,  compensations,  remunerations,  emol- 
uments, or  other  fixed,  or  determinable  gains,  profits,  and 
income  (other  than  payments  described  in  sections  254 
and  255),  of  $1,000  or  more  in  any  taxable  year,  or,  in  the 
case  of  such  payments  made  by  the  United  States,  the 
officers  or  employees  of  the  United  States  having  infor- 
mation as  to  such  payments  and  required  to  make  returns 
in  regard  thereto  by  the  regulations  hereinafter  provided 
for,  shall  render  a  true  and  accurate  return  to  the  Com- 
missioner, under  such  regulations  and  in  such  form  and 
manner  and  to  such  extent  as  may  be  prescribed  by  him 
with  the  approval  of  the  Secretary,  setting  forth  the 
amount  of  such  gains,  profits,  and  income,  and  the  name 
and  address  of  the  recipient  of  such  payment. 

Such  returns  may  be  required,  regardless  of  amounts, 
(1)  in  the  case  of  payments  of  interest  upon  bonds,  mort- 
gages, deeds  of  trust,  or  other  similar  obligations  of  cor- 
porations, and  (2)  in  the  case  of  collections  of  items  (not 
payable  in  the  United  States)  of  interest  upon  the  bonds 
of  foreign  countries  and  interest  upon  the  bonds  of  and 
dividends  from  foreign  corporations  by  individuals,  cor- 
porations, or  partnerships,  undertaking  as  a  matter  of 
business  or  for  profit  the  collection  of  foreign  payments 
of  such  interest  or  dividends  by  means  of  coupons^  checks, 
or  bills  of  exchange. 

When  necessary  to  make  effective  the  provisions  of  this 
section  the  name  and  address  of  the  recipient  of  income 
shall  be  furnished  upon  demand  of  the  individual,  cor- 
poration, or  partnership  paying  the  income. 

The  provisions  of  this  section  shall  apply  to  the  calen- 
dar year  1918  and  each  calendar  year  thereafter,  but  shall 
not  apply  to  the  payment  of  interest  on  obligations  of  the 
United  States. 

RETURNS  TO  BE  PUBLIC  RECORDS 

Sec.  257.  That  returns  upon  which  the  tax  has  been  de- 
termined by  the  Commissioner  shall  constitute  public 
records;  but  they  shall  be  open  to  inspection  only  upon 
order  of  the  President  and  under  rules  and  regulations 
prescribed  by  the  Secretary  and  approved  by  the  President: 
Provided,  That  the  proper  officers  of  any  State  imposing 
an  income  tax  may,  upon  the  request  of  the  governor 
thereof,  have  access  to  the  returns  of  any  corporation,  or 
to  an  abstract  thereof  showing  the  name  and  income  of  the 
corporation,  at  such  times  and  in  such  manner  as  the 
Secretary  may  prescribe:  Provided  further,  That  all  bona 
fide  stockholders  of  record  owning  1  per  centum  or  more 
of  the  outstanding  stock  of  any  corporation  shall,  upon 
making  request  of  the  Commissioner,  Jbe  allowed  to  exam- 
ine the  annual  income  returns  of  such  corporation  and  of 
its  subsidiaries.    Any  stockholder  who  pursuant  to  the 
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provisions  of  this  section  is  allowed  to  examine  the  return 
of  any  corporation,  and  who  makes  known  in  any  manner 
whatever  not  provided  by  law  the  amount  or  source  of  in- 
come, profits,  losses,  expenditures,  or  any  particular  there- 
of, set  forth  or  disclosed  in  any  such  return,  shall  be  guilty 
of  a  misdemeanor  and  be  punished  by  a  fine  not  exceeding 
it)l,000,  or  by  imprisonment  not  exceeding  one  year,  or  both. 

The  Commissioner  shall  as  soon  as  practicable  in  each  Lists  of 
year  cause  to  be  prepared  and  made  available  to  public  in-  Taxpayers 
spection  in  such  manner  as  he  may  determine,  in  the  office 
of  the  collector  in  each  internal-revenue  district  and  in 
such  other  places  as  he  may  determine,  lists  containing  the 
names  and  the  postoffice  addresses  of  all  individuals  mak- 
ing income-tax  returns  in  such  district. 

PUBLICATION  OF  STATISTICS 

Sec.  258.  That  the  Commissioner,  with  the  approval  of  Annual 
the  Secretary,  shall  prepare  and  publish  annually  statistics  Publication 
reasonably  available  with  respect  to  the  operation  of  the 
income,  war-profits  and  excess-profits  tax  laws,  including 
classifications  of  taxpayers  and  of  income,  the  amounts 
allowed  as  deductions,  exemptions,  and  credits,  and  any 
other  facts  deemed  pertinent  and  valuable. 


COLLECTION  OF  FOREIGN  ITEMS 

Sec.  259.    That  all  individuals,  corporations,  or  partner-  Collection 
ships  undertaking  as  a  matter  of  business  or  for  profit  the  Agents  must 
collections  of  foreign  payments  of  interest  or  dividends  by  Obtain 
means  of  coupons,  checks,  or  bills  of  exchange  shall  obtain  License 
a  license  from  the  Commissioner  and  shall  be  subject  to 
such  regulations  enabling  the  Government  to  obtain  the 
information  required  under  this  title  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  shall  prescribe;  and 
whoever  knowingly  undertakes  to  collect  such  payments 
without  having  obtained  a  license  therefor,  or  without 
complying  with  such  regulations,  shall  be  guilty  of  a  mis- 
demeanor and  shall  be  fined  not  more  than  $5,000,  or 
imprisoned  for  not  more  than  one  year,  or  both. 

CITIZENS  OF  UNITED  STATES  POSSESSIONS 

Sec.  260.   That  any  individual  who  is  a  citizen  of  any  Taxed  on 
possession  of  the  United  States  (but  not  otherwise  a  citi-  Income  from 
zen  of  the  United  States)  and  who  is  not  a  resident  of  the  United 
United  States,  shall  be  subject  to  taxation  under  this  title  States 
only  as  to  income  derived  from  sources  within  the  United 
States,  and  in  such  case  the  tax  shall  be  computed  and 
paid  in  the  same  manner  and  subject  to  the  same  condi- 
tions as  in  the  case  of  other  persons  who  are  taxable  only 
as  to  income  derived  from  such  sources. 
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PORTO  RICO  AND  PHILIPPINE  ISLANDS 


Act  of  1916  Sec.  261.  That  in  Porto  Rico  and  the  Phihppine  Is- 
as  Amended  lands  the  income  tax  shall  be  levied,  assessed,  collected, 

and  paid  in  accordance  with  the  provisions  of  the  Revenue 

Act  of  1916  as  amended. 

Individuals      Returns  shall  be  made  and  taxes  shall  be  paid  under 

Title  I  of  such  Act  in  Porto  Rico  or  the  Philippine  Islands, 
as  the  case  may  be,  by  (1)  every  individual  who  is  a  citi- 
zen or  resident  of  Porto  Rico  or  the  Philippine  Islands  or 

Corporations  derives  income  from  sources  therein,  and  (2)  every  cor- 
poration created  or  organized  in  Porto  Rico  or  the  Philip- 
pine Islands  or  deriving  income  from  sources  therein.  An 
individual  who  is  neither  a  citizen  ndr  a  resident  of  Porto 
Rico  or  the  Philippine  Islands,  but  derives  income  from 
sources  therein,  shall  be  taxed  in  Porto  Rico  or  the  Phil- 
ippine Islands  as  a  nonresident  alien  individual,  and  a 
corporation  created  or  organized  outside  Porto  Rico  or 
the  Philippine  Islands  and  deriving  income  from  sources 
therein  shall  be  taxed  in  Porto  Rico  or  the  Phihppine 
Islands  as  a  foreign  corporation.  For  the  purposes  of 
section  216  and  of  paragraph  (6)  of  subdivision  (a)  of 
section  234  a  tax  imposed  in  Porto  Rico  or  the  Philippine 
Islands  upon  the  net  income  of  a  corporation  shall  not 
be  deemed  to  be  a  tax  under  this  title. 

Pow«  to  The  Porto  Rican  or  Philippine  Legislature  shall  have 
Amend         power  by  due  enactment  to  amend,'  alter,  modify,  or  repeal 

the  income  tax  laws  in  force  in  Porto  Rico  or  the  Phihp- 
pine Islands,  respectively. 
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A  survey  of  commercial  education, 
authorized  by  the  N.  E.  A.,  reported  at 
the  1918  meeting  in  Pittsburgh,  showed 
that  "20th  Century  Bookkeeping"  led 
in  all  classes  of  schools  with  one  excep- 
tion. 


SOUTH-WESTERN  PUBLISHING  CO. 

Cincinnati, 
Ohio. 


